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The ITS has ‘'stretched as far as possible" in stalled 
talks with the EC on world trade liberalisation, 
President Bush told EC leaders yesterday. The 
US has also fuelled the argument over oilseeds 
subsidiesby announcing plans to sell cheap vegeta- 
ble oil worth $377m to 11 countries. Page 2D; US 
fires fresh shot in oilseeds war, Page 34 

Losses at Finnish banks; Five Finnish 6anks 
revealed a sharp drop in performance for the 
first .eight months, reflecting the severe Finnish 
recession, high credit losses and narrow margins. 

Page 21 

Bush braced for debates Last night's second 
US presidential debate was being billed as one 
of the last chances for President George Bush 
to reverse his dwindling chances of re-election. 

Page 20; US election. Pages 6-7 

Savunbi summoned: 

South Africa sent an 
executive jet to the 
highland stronghold 
of Unita leader Jonas 
Savtmhi with the hope 

Of initiating tallcs to 
avert a renewal of 
. Angola's civil war. 

Mr Savimhi is disputing 
the results of the coun- 

try’s first multiparty 

elections last month aimed, at cementing peace 
after 16 yearn of fighting. Page 4 

Kosovo broakthrouc^i claimed: Milan 
Panic. Yugoslav prime minister, said he had made 
a breakthrough with ethnic Albanian leaders 
in the Serbian province of Kosovo after pledging 
to abolish discriminatory Legislation. Page 5 

PhiBp Morris shares toft Shares in the 
tobacco and food company fell after the company 
reported a small decline in domestic cigarette 
shipments in the third quarter and predicted 
a much huger fall for the rest of 1992. Page 21 

Italian unions win concessions* Trade 
unions, which staged a four-hour general strike 
over welfare cuts on Tuesday, have won limited 
concessions on pensions. Page 5 

Japan embarrassed* Japan’s cabinet described 
as “extremely, inappropriate’* a suggestion from 
a military officer that a coup d'etat would dean 
up the political system. The major who made 
the comment is to be disciplined. Page 4 

Hachettey French media group, stayed in the - 
red during the first half of this year, but forecasts 
a return to profit for the fUH ftomctal year.Page2T 

Impasse over. HK airport: Sino- British talks 
over the fi n ancing of Hong Kong’s new airport 
reached another impasse when China's negotiators 
rejected Britain's latest proposals. Page 4 . 

Sri Lanka killings: Tamil separatist rebels 
killed at least 160 mainly civilians in raids on 
villages, according to array officers. Tamil Tigers 
are fighting for an independent state in the north 
and east of Sri Lanka. - 

Du Pont Japan, Japanese arm of the US 
chemical maker, and Japanese trading house 
Mitsui, announced plans to establish a joint venture 
company to increase both partners' penetration 
of Asian-Pacific markets. Page 5 

Brazil committed to re fo rm; Acting president 
Itamar Franco said his government remained 
committed to the “basic principles” of the moderni- 
sation programme started by the suspended presi- 
dent, Fernando Conor. Page 4, Reforms win praise 
from Gatt, Page 5 

Reactor teak: Lithuania is shutting down 
a Chernobyl-type nuclear reactor 60km north 
of Vilnius after a radiation leak. Lithuanian radio 
said there was no danger to the population. Eastern 
Europe's crumbling nuclear plants. Page 5 

Mercedes-Benz, German carmaker nearly 
tripled its purchases of UK-produced motor compo- 
nents last year. Page 9 

American AirBnes is to lay off hundreds of 
administrative workers in an attempt to cut man- 
agement payroll costs by 10 per cent next year. 

Page 23 - 

First Chicago bank suffered a loss of $365Jjn 
for the third quarter after taking a special charge 
of $625m to cover loan losses and restructuring. 

Page 23 

Nigerian elections: Military rulers opened 
talks on the electoral crisis, raising fears that 
□ext January’s planned handover of power to 
civilians may be delayed. Page 4 


UK officials confident that summit will bring clear statement on EC 

Major 

committed lV 


to ratify 
treaty 


By Our Foreign and Political 
Staff in Birmingham 

MR JOHN MAJOR, the British 
prime minister, last night offered 
his European partners an 
unequivocal commitment to rat- 
ify the Maastricht treaty despite 
the mounting opposition in his 
own party. 

As the prime minister held a 
series of bilateral discussions 
with other European leaders on 
the eve of today’s Birmin gham 
summit, British officials voiced 
confidence that the meeting 
would end with a clear statement 
of intent on the future direction 
of the Community. 

But they cautioned against 
expectations of any “break- 
through” to end the near-paraly- 
sis in the EC caused by the Dan- 
ish rejection of the treaty. 

Mr Major, who will chair the 
meeting, is looking for a clear 
pledge on subsidiarity to help 
damp opposition in the ruling 
Tory party ahead of the Com- 
mons debate on Maastricht, pav- 
ing the way for full ratification, 
either at the end of the year or 
early next year. 

Support emerged for Mr Major 
from both Bonn and Brussels last 
night Mr Jacques Delors, Euro- 
pean Commission president said; 
“I recognise that the political sit- 


SUMMIT BACKGROUND 

Papes 2 and 3 

■ ERM reform sidelined 

■ What Germany wants 

■ Major’s need for authority 

■ Italy fears two-speed EC 

■ Irish twist beggars Major 

■ Three views of European 

integration Page 17 

■ High stakes but low hopes 

Page 18 

■ Editorial Comment Page 18 


uation in Britain is very difficult 
One of the objects of this [sum- 
mit] is to help Mr Major and the 
British government.’’ 

German officials made clear 
that Bonn wanted the summit 
above all, to be a success for Mr 
Major, to strengthen his domestic 
political position and give “a sig- 
nal of confidence” to the rest of 
the EC. 

A draft declaration presented 
by the British presidency to other 
governments said the 12 should 
combine reaffirmation of the 
Maastricht treaty with a series of 
pledges to decentralise decision- 
making, to inject greater opeo- 



European Commission president Jacques Delors in Brussels said tomorrow’s summit must 
restore a “climate of confidence” in European integration US hardens trade stance. Page 20 


ness into the Community’s insti- 
tutions and to offer reassurance 
that European union will not 
threaten national identities. 

However, fundamental dis- 
agreements remaining among the 
12 about the precise application 
of the principle of decentralisa- 
tion or “subsidiarity” mean that 
the Birmingham declaration will 
do little more than commit the 
leaders to more detailed decisions 
at. the - Edinburgh summit in 


December/ 

EC leaders were also reluctant 
Jo give firm answers to the 
’demands of the Danish govern- 
ment for a series of “opt-outs” 
from the provisions of the treaty. 

In his talks with Mr Felipe 
Gonzalez, the Spanish prime min- 
ister. Mr Giuliano Amato, the 
Italian prime minister and Chan- 
cellor Helmut Kohl of Germany 
last night, Mr Major's Bret prior- 
ity was to persuade them that 


unrest in the Conservative party 
over Maastricht would not pre- 
vent British ratification. 

During a lengthy dinner with 
Chancellor Kohl, Mr Major was 
seeking also to repair the damage 
to Anglo-German relations 
Inflicted by the row over ster- 
ling's departure from the Euro- 
pean exchange rate mechanism. 

British ministers said the bitter 
exchanges with the Bundesbank 
should now be "forgotten". 


Cabinet stands by decision on pit closures 


By Alison Smith, Ralph Atkins, 
David Goodhart and 
Jimmy Burns 

THE UK CABINET - which had 
not discussed the drastic pro- 
gramme or pit closures before it 
was announced on Tuesday - 
Insisted yesterday the plan had 
to go ahead. 

It said ministers should make 
fresh efforts to argue the eco- 
nomic case for the closures in the 
face of a rising tide of protest 
which threatens the most signifi- 
cant Tory revolt since Mr John 
Major became prime minister. 

Meeting in Sheffield, the 
National Union of Mlneworkers 
did not call a strike ballot in the 
hope of triggering a poll-tax 
style public revolt on the 
issue. 

Opposition to the plan is put- 
ting at risk the government’s 
majority at Westminster. The 
feet it was agreed by a small 


group of ministers rather than 
the full cabinet has increased 
concern that the full implications 
were not addressed. 

Senior ministers said the argu- 
ment for closing 31 of British 
Coal's 50 pits with the loss of 
30,000 jobs had not been 
explained sufficiently to get pub- 
lic support, as the prospect 
loomed of a significant Tory 
revolt In next week’s House of 
Commons debate on the coal 
industry. 

Downing Street said Mr Major 
had been "fully engaged” in the 
decision, which had been taken 
after discussion with the minis- 
ters most closely involved. These 
included Mr Michael Heseltine, 
trade and industry secretary; Mr 
Tim Eggar, energy minister; Mrs 
Gillian Shephard, employment 
secretary; and Mr Michael Por- 
tillo, Treasury chief secretary. 

There was surprise at Westmin- 
ster, however, that some minis- 


ters had been unaware of the clo- 
sures before Tuesday's announce- 
ment, and that Mr David Hunt, 
Welsh secretary, had not been 
toki that Point of Ayr colliery in 
Wales would be among the casu- 
alties. 

The closures appeared to domi- 
nate yesterday's cabinet meeting, 
which lasted two hours instead of 
the planned 30 minutes. 

Mr Heseltine is to make a state- 
ment on the pit closures to the 
House of Commons when parlia- 
ment resumes on Monday, but 
the critical moment for the gov- 
ernment will come on Wednesday 
when its 21-strong majority is at 
risk in the debate called by the 
opposition Labour party. 

Mr John Smith, the Labour 
leader, has made it dear that he 
is interested in defeating the clo- 
sure plans, and Is drafting a sim- 
ple motion intended to give Tory 
MPs the least possible excuse for 
not supporting U. He said it was 


“astonishing and appalling” that 
the decision had not been taken 
by cabinet. 

But Mr Tony Newton, the 
leader of the Commons, defended 
the handling of the decision, say- 
ing the Issues had been "very 
thoroughly discussed and folly 
assessed by the ministers con- 
cerned”, who had had the oppor- 
tunity to talk to their colleagues. 


. The need for the government to 
offer a better explanation for the 
closures was underlined by. Mr 
Tom King, a former Tory cabinet 
minister. He said it was vital to 
assure people that “the implica- 
tions of this have really been 

Continued on Page 20 
Imports to soar. Page 8 
Letters; Page 19 


Adidas 

buy-out 

talks 

collapse 

By Angus Foster in London and 
Alice Rawsthom in Paris 


PENTLAND, the UK-based 
sporting goods distributor, has 
withdrawn from negotiations 
with Bernard Tapie Finance 
(BTF) over the purchase of Adi- 
das, the sports-shoe maker. 

Pentiand said it had found 
“serious problems" during a 
three-month period when it stud- 
ied Adidas's books but claimed it 
could not be specific due to a 
confidentiality clause. 

Mr Frank Farrant, finance 
director, said: “There were funda- 
mental problems we discovered 
which no company, public or pri- 
vate, would have taken on 
board." 

But Mr Bernard Tapie, the con- 
troversial French businessman 
who founded BTF and bought 
Adidas in a highly leveraged 
deal challenged Pentland’s ver- 
sion of events, saying the com- 
pany had tried to renegotiate the 
price and seek extensions. 

"Pentiand says things that do 
not correspond with the truth,” 
he said. 

Pentiand. which took a 20 per 
cent stake in Adidas last year, 
raised its holding to 95 per cent 
in July tjiis year in a deal which 
valued Adidas at FFr3.1bn 
($624m). About 58 per cent of the 
shares were to be bought from 
BTF while certain French , banks 
and insurance companies agreed 
to sell a further 20 per cent. 

Negotiations broke down on 
Wednesday evening when an 
extension to a period agreed by 
both parties, during which time 
Pentiand examined Adidas, 
expired. Mr Farrant said Pen- 
tiand pulled out when it became 
clear BTF was not prepared to 
grant reassurances on the., out- 
standing problems. 

But advisers to BTF blamed 
Pentiand chairman Mr Stephen 
Rubin for being too cautious and 
delaying the due diligence period 
unnecessarily. 

The apparent breakdown in 
talks leaves the future of Adidas 
uncertain. Analysts said Pen- 
tiand, which has net cash of more 
than £250m from the sale of its 
investment in Reebok, the US 
sports-shoe maker, was a natural 
fit for Adidas. Adidas needs new 
investment to enliven its brand 
name and to source more prod- 
ucts from east Asia, where Pen- 
tiand is particularly strong. 


IBM share price drops after 
third quarter loss of $2.8bn 


By Louisa Ketioe 
in San Francisco 

INTERNATIONAL Business 
Machines surprised Wall Street 
yesterday with earnings far 
weaker than expected. 

The computer manufacturer 
reported third quarter net earn- 
ings, before charges, of just 286m, 
or 15 cents a share, below US 
analysts’ lowest projections. 

After previously announced 
restructuring charges of t4.43bn, 
IBM's net losses for the quarter 
were *2£bn or $4^7 per share 
compared with 2992 net earnings 
of $177ra or 31 cents. Revenues 
rose from $14-4bn to $14.7bn. 

IBM shares, which had been 
trading at a 10*year low in recent 
weeks, plummeted to $72 Vi by 
midday in New York, down from 
Wednraday's closing price of S7& 
Together with poor figures 


from Philip Morris, the tobacco, 
drinks and food group, IBM’s dis- 
appointing results pulled the 
broader market down. At 1.30pm 
In New York, the Dow Jones 
Industrial Average was 24.32 
points lower at 3472.16. 

Despite the poor results, IBM 
said dividend payments would 
not be affected. "We have no 
need or plans to do anything 
about the dividend," Mr Frank 
Metz, IBM senior vice-president 
told analysts. 

IBM blamed the European cur- 
rency crisis, combined with slow 
sales of mainframe and personal 
computers for its poor third quar- 
ter performance. 

The charges announced last 
month covered the cost of reduc- 
ing IBM’s workforce and consoli- 
dating manufacturing capacity. 
The company sa id then It expec- 
ted 40,000 employees to accept 


voluntary severance, double the 
number it had projected earlier 
in the year. The charges 
were partially offset by a tax benr 
efit 

Tm disappointed by our third 
quarter results.” said Mr John 
Akers, chairman. “Our business 
was adversely affected by eco- 
nomic turmoil in Europe, particu- 
larly at the dose of the quarter, 
and by persistent economic weak- 
ness in the US and Japan. 

"Our hardware profits contin- 
ued to be hurt by price pressures, 
especially within our personal 
computer line. Software and ser- 
vices revenues grew and our 
expenses declined." 

Mr Metz said IBM had not 
expected the effect on business of 
the currency turmoil in Europe, 
“In many cases, because of the 
enormous uncertainties . . . peo- 
ple just stopped buying things.” 
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NEW FIELDS 

Question: which US stock market is the most fertile environment for 
growth companies? 

Answer: Nasdaq. 

in 1991 alone. The Nasdaq Stock Market attracted 26 of the 27 new 
listings by biotech companies - following o path beaten by biilion-doJIar-pius 
corporations including Apple Computer, Microsoft Corporation and Novell Inc. 

For more detail on the market whose efficiency, liquidity and ease of access 
have made it the third-la rgest in the world in just 21 
years, contact Nasdaq International, 43 London 
Wall, London EC2M 5TB. Tel: 071-374 6969. 
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Hard lessons ahead for class of ’92 


L IKE most gestures bom 
of panic, the idea of an 
emergency summit of 
European Community leaders 
seemed like a good one at the 
time. 

Four weeks ago. the money 
markets were in chaos, and the 
result of the French referen- 
dum on the Maastricht treaty 
appeared in doubt The sense 
of an imminent political and 
economic explosion has now 
passed, and this may explain 
the lack of enthusiasm in Brus- 
sels and other European capi- 
tals for today's special one-day 
summit in Birmingham. 

The British presidency under 
Prime Minister John Major has 
set its sights low for Birming- 
ham. In part, this reflects a 
lack of time for adequate prep- 
aration: but it also highlights 
the fear of failure. As Mr Jac- 
ques Delors, European Com- 
mission president, observed 
yesterday: the importance of 
the Birmingham s ummit is as 
much psychological as 
political. 

Ever since Danish voters 
rejected the Maastricht treaty 
on European Union in last 
June's referendum, the EC has 


Restoring order to EC is main aim of summit, writes Lionel Barber 


been suffering from a crisis of 
confidence in its leaders, its 
institutions, and its future. 
This crisis erupted in Den- 
mark, and then spread during 
the summer to the UK, and 
finally to France, when popu- 
lar frustration with the govern- 
ment almost led to the defeat 
of the Maastricht treaty in the 
September referendum. 

Germany has not been 
immune - popular disenchant- 
ment with the EC is growing, 
fuelled by resistance to giving 
up the Deutsche mark in return 
for the single European cur- 
rency prescribed by Maas- 
tricht 

The accelerating economic 
downturn in Germany and 
elsewhere in Europe has raised 
further doubts about the com- 
mon drive for economic con- 
vergence and future European 
monetary union. 

What is striking about 
today's summit is how little 
attention this new political and 
economic reality is likely to 
command - despite its direct 
relevance, not just to the ratifl- 


Major sets out 
to re-establish 
his authority 


By Philip Stephens, 

Political Editor 

IN Brighton last week, Mr 
John Major began the painful 
process of rebuilding his 
authority with the Conserva- 
tive party faithful. In Birming- 
ham today, he must do the 
same with his European Com- 
munity colleagues. 

Neither task will be easy. 
Sterling's enforced departure 
from the exchange rate mech- 
anism and the threatened Tory 
rebellion over Maastricht have 
dented Mr Major's authority at 
home and his standing in 
Europe. The economic reces- 
sion continues to to undermine 
the loyalty of his supporters at 
Westminster. 

Nor can the prime minister 
disguise in coming mouths the 

Demands for radical 
ERM reform have 
been dropped. All 
Britain expects are 
a few adjustments 
to intervention rules 


tension in a strategy designed 
to reconcile the streak of chau- 
vinism in his party with a per- 
sonal commitment to good 
Europeanism. To restore party 
unity, he has pledged that Brit- 
ish self-interest will be the 
guiding Light of his European 
policy. But to persuade his 
European partners that Britain 
should not be relegated to the 
EC's second division, Mr Major 
must convince them chat he 
can and mil deliver ratifica- 
tion of the Maastricht treaty. 

His first hope must be that 
none of his counterparts in Bir- 
mingham have read his 
unashamedly nationalistic 
speech to the Tory conference. 
It was tailored to an audience 
ready to blame Brussels and 
Bonn for everything from the 
economic recession to the 
weather. Reminding his sup- 
porters of the Second World 
War. Mr Major said henceforth 
the national interest would 
come first, second and third in 
all dealings with Europe. 

But that was last week. His 
message today will be mark- 
edly different. Public reaffirma- 
tion of the government's deter- 
mination to halt the trend of 
EC centralisation will be 
accompanied by private re-as- 
surance to Chancellor Helmut 


Kohl and others that he is 
determined to ratify Maas- 
tricht. 

But he will explain that the 
divisions in his party may 
mean delaying this until early 
next year, allowing him time to 
chip away at the less commit- 
ted Conservative rebels. 

Mr Major, who met Mr Kohl 
last night, .will seek to rebuild 
the Anglo-German bridges 
burnt in the immediate after- 
math of the sterling crisis. 
Demands for radical reform of 
the ERM have been quietly 
dropped. The most Britain now 
expects are a few technical 
adjustments to Intervention 
arrangements. He dare not 
admit it to his own MPs, but 
the prime minister hopes ster- 
ling can be put back into the 
system in the latter half of 
next year. 

Britain's ambitions for the 
“clarification" of Maastricht - 
which will dominate today's 
discussions and the more 
important Edinburgh summit 
In eight weeks' time - are less 
dramatic than rhetoric implies. 

From Birmingham, Mr Major 
wants a declaration of intent 
that other EC governments 
will heed public concern evi- 
dent in the debate over Maas- 
tricht and bring the Commu- 
nity closer to its citizens. He 
needs a piece of paper with 
which to persuade the Com- 
mons that his partners are as 
serious about subsidiarity, 
openness and national identity 
as he is. It will be left to Edin- 
burgh to give substance to the 
broad principles agreed today. 

No one in Whitehall doubts 
there will be wrangling about 
the Institutional changes that 
will imply. The smaller states 
want to preserve the role of the 
Commission as a counterbal- 
ance to the powers of their 
larger partners. The concept of 
subsidiarity has shown itself to 
be one easily bent to the partic- 
ular interests of different gov- 
ernments - often in mutually 
contradictory ways. 

But the central political cal- 
culation that gives comfort to 
Mr Major is that his counter- 
parts must agree by Edinburgh 
a document which will per- 
suade the Danish government 
to resubmit tbs treaty to its 
electorate. Such a declaration 
will help persuade wavering 
Conservative MPs to return to 
the Maastricht fold. That will 
not make it easy for Mr Major 
to ratify. But it should make it 
possible. 


cation of Maastricht but also to 
the prospects for implementa- 
tion of the treaty's provisions. 

Thus, it is unlikely that any 
serious debate will take place 
on how to poll member states 
out of their deflationary spiral; 
nor how to overcome French 
objections to a Gatt multilat- 
eral trade agreement which 
British, German and American 
officials say is within reach. 

E qually, a discussion on 
possible reforms to the 
Exchange Rate Mecha- 
nism (ERM) wifi be confined to 
generalities. 

Instead, EC leaders will 
focus on presenting a consen- 
sus which covers three 
essentials: 

■ early ratification of Maas- 
tricht, without a renegotiation 
of the treaty; 

■subsidiarity - the Brussels 
buzz-word for devolving power 
to the lowest appropriate level, 
be it national, regional or local; 
■ and transparency, a loose 
term which means opening up 
decision-making to more public 


scrutiny and emphasising the 
benefits of the Community to 
the ordinary EC citizen. 

The devil lies in the details. 
A British commitment to early 
ratification has partially 
restored Mr Major’s battered 
EC presidency, removing the 
suspicion among its partners 
which followed sterling's with- 
drawal from the ERM last 
month. 

But it does nothing to solve 
the Danish question. Mr Foul 
Schiater, the Danish prime 
minister, will today propose 
opt-out possibilities from the 
Maastricht treaty. Such an 
intervention is viewed in Brus- 
sels as more than a foretaste of 
Danish demands for Maastricht 
modifications. These spell 
protracted negotiations over 
the next two months, the out- 
come of which is by no means 
a foregone conclusion. 

The subsidiarity debate is 
also fraught with difficulty. 
The best that British and other 
European diplomats in Brus- 
sels expect from Birmingham 
is a declaration of princi- 


ple - in plain English rather 
than the convoluted Euro-jar- 
gon in the Maastricht treaty 
- which may be sweetened by 
the promise of future action to 
stamp out unnecessary med- 
dling by Brussels. 

One idea gaining support is 
for Mr Delors to produce 10-20 
planned EC directives which 
could be scrapped early next 
year (just in time to impress 
British MPs who are likely to 
be scrutinising the Maastricht 
treaty line by line in the House 
of Commons). Scrapping exist- 
ing Euro-legislation is another 
matter. Despite British interest 
in rolling back the frontiers of 
some Community legislation. 
Commission officials have 
found it difficult to come up 
with examples which would 
avoid challenges in the Euro- 
pean Court 

T he British pet- 
hate - the 48-hour 
working week directive 
- cannot be cited because it 
would upset France and Ger- 
many, the chief proponents, 


according to UK officials, even 
though It captures precisely 
what many people in the UK 
resent most about harmonised 
rule-making in the Commu- 
nity. 

In recent weeks, propelled by 
the shock of sterling and the 
lira leaving the ERM and the 
Imposition of . temporary 
exchang e controls in Ireland, 
Portugal and Spain - there 
has been a good deal of talk 
about a two-speed Community. 

Some of the rumours have 
been aimed at prodding Britain 
to stop biding behind the 
Danes and ratify Maastricht; 
others, particularly in Ger- 
many, derive from resistance 
to giving up the D-Mark. 

Birmingham will seek to 
emphasise that, whatever the 
difficulties, the EC remains a 
Community of Twelve. It is not 
a privileged club. The image of 
unity will be paramount. 

Yet however well the British 
stage-manage this briefest of 
summits, the lingering impres- 
sion is that the Community 
has yet to contain - let alone 
conquer - the crisis which has 
been gathering since the Dan- 
ish mutiny last June. 


ERM reform 
sidelined by 
unspoken rule 



LEG WORE: Figures in a bas-relief mural in Birmingham are searched by a Bomb Squad officer 


By Peter Norman, 

Economics Editor 

REFORM of the European 
exchange rate mechanism is 
the cause that has faded from 
the agenda of today's summit 

In the tense and difficult 
days after sterling's departure 
from the ERM on “Black 
Wednesday". Mr John Major, 
the prime minister, complained 
of “fault lines'' in the European 
monetary system and gave 
notice that he would press the 
case for ERM reform at today’s 
meeting. After several acrimo- 
nious exchanges between 
Britain and its EC partners, 
this ambition has been largely 
shelved. Finance ministers will 
not be attending the summit. 

Instead, Mr Jean-Claude Tri- 
chet, director of the French 
Treasury and chairman of the 
EC monetary committee, will 
be on hand to give an oral 
report on reform efforts. 

The UK’s attempt to blame 
the humiliation of Black 
Wednesday on the ERM has 
foundered because the other 
member countries stand firmly 
behind the system. At a diffi- 
cult meeting of the economics 
and finance ministers' council 
in Brussels last month, Mr 
Norman Lamont, UK chancel- 
lor, was forced to retreat from 
demands for an overhaul of the 
ERM when he found himself 
threatened with isolation. 

That meeting patched over 
the differences by agreeing 
that last month’s turmoil on 
the European exchange mar- 
kets should be followed by 
“reflection and analysis” of 
developments in global capital 
markets and in the European 
and world monetary systems. 
The EC monetary committee 
from the member states’ 
finance ministries and central 
banks has been charged with 
this task. In a letter last week 
to the Commons treasury and 
civil service committee, Mr 
Lamont said “that work needs 
to be carried forward". 

However, it seems that little 
has been achieved so far. There 
will be no formal written 
report from the monetary com- 


mittee for the EC leaders at the 
summit. Nor is a detailed dis- 
cussion of ERM problems 
planned. The UK now argues 
that a summit of EC leadens is 
not the forum to discuss the r 
nitty gritty of economics and j-i - 
finan ce - an argument that ■ ■ ’ 

ignores the fact that in 1978 '* 

two such summits negotiated . 
the creation or the EMS. Bir- :t 
mingham, officials say. will not 
be the place for market sensi- - -• 
five decisions. - 

The UK’s retreat from hav- ; • 
ing the Birmingham summit - •- 
address the supposed fault . - . 

lines In the ERM has been -- - 
accompanied by continued 
uncertainty as to what its 
defects might be. •- 

. Mr Lamont talked mainly in 
general terms about the ERM * 
at his appearance before the 
Commons treasury committee 
this week. He mentioned the 
strains created by the incom- 
patibility -of monetary condi- ; 

tions and the lack of synchron- ' \ v " . 
isation of the economic cycles ' ' 
of the UK and Germany and 
the tensions arising from the ; J' 

large short-term interest rate jfcr 
differential. 

The UK has also called for a 
fairer sharing out of burdens : " r ;,t 
in the ERM. In its quest for • 
greater "symmetry" In the sys- : ■*-” 
tem, it has complained about ■ 

certain -aspects of the way - •- 
ERM members support their 
currencies through intramar- 
ginal intervention. 

The British government 
believes the Bundesbank sup- 
ported the French franc • : : ■ 
strongly through intramar- • 

ginal intervention last month, c - 
while according to Mr Lamont - 

it gave no such support to ster- ^ , 

ling. The Bundesbank, for its - 

part, has said that it did buy 
sterling intramarginally before i .. 
the pound left the ERM. -« ^ ' - 

However, the summit will /, 

not want to explore such 
detailed differences for fear of 
opening old wounds. They wifi < . . 

encourage the monetary com- 
mlttee to continue its studies. 

But there is no sign that the 
majority will swing behind the ■"* 
British belief that the ERM *'■ ■- 

needs substantial change. " ^ - 


Kohl hopes summit will help host France seeks to 

Germany wants to give a ‘signal of confidence’, writes Quentin Peel DnflljciSQ tTPJlf'V 

ERM ANY wants the They admit that the summit Broadly the positions of The British desire to have a *7 


G ermany wants the 
summit to be, above 
all, a success for Mr 
John Major, the British prime 
minister, to strengthen his 
domestic political position, and 
to give "a signal of confidence" 
to the rest of the European 
Community. 

Chancellor Helmut Kohl, 
who met Mr Major for dinner 
last night, is adamant that 
there is no alternative to the 
ratification of the Maastricht 
treaty on European union by 
all 1 2 member states. "There is 
no fall-back position," one 
senior German diplomat said. 

The chancellor is also 
angrily trying to halt the 
debate over whether an inner 
core of EC members should 
press ahead towards union 
regardless of the rest 
“This stupid discussion over 
a Europe of two or three 
speeds must be stopped," said 
another official “It has no 
basis in fact It was certainly 
never even mentioned in Paris 
at the discussions between the 
chancellor and President Fran- 
cois Mitterrand.” 

What the chancellor wants, 
his advisers say, is a 
full-blooded statement of com- 
mitment to Maastricht, with 
enough political declarations 
to reassure Euro-sceptics in 
Britain, Denmark and Ger- 
many that the EC Is not some 
“bureaucratic leviathan”. 


They admit that the summit 
is not going to solve any of the 
EC’s fundamental problems, 
and it will not come up with a 
detailed definition of "subsid- 
iarity” - the concept of maxi- 
mum devolution of power to 
national, regional and local 
government. It will also do 
nothing to answer the fears of 


Broadly the positions of 
Britain and Germany coincide. 
Mr Kohl has been emphasising 
increasingly the need for a 
"citizen-friendly Europe”, and 
for recognition that the EC has 
been trying to legislate on too 
many details of daily lives. 

“It is not a criticism of the 
European Commission. We are 


What Chancellor Kohl wants is a 
full-blooded statement of commitment 
to Maastricht with enough political 
declarations to reassure Euro-sceptics 


a large majority of Germans 
over the prospective replace- 
ment of the D-Mark with a sin- 
gle European currency. 

What it will do, they hope, is 
set enough clear guidelines so 
that the Edinburgh summit in 
December can solve the subsid- 
iarity problem, and provide 
Denmark with the reassurance 
it needs to call a new referen- 
dum on the treaty. 

There is not going to be any 
independent German initiative 
on those Issues, in spite of the 
government’s recent memoran- 
dum on subsidiarity, because 
Bonn is determined that over- 
all control should remain with 
the British presidency: bilat- 
eral relations are too sensitive 
for any other tactic. 


all guilty," said one senior offi- 
cial- "It is not a question of 
changing the balance of insti- 
tutions, nor of turning the rud- 
der ISO degrees. But we want 
to show that we are not build- 
ing up a great leviathan." 

He admitted that defining 
subsidiarity was proving diffi- 
cult, and causing divisions 
between the big and small EC 
states: the former are happy to 
carry out more policies at the 
national level, the latter want 
them enacted and financed 
jointly. 

The EC leaders are not going 
to do more than touch on the 
problems of the European and 
world currency markets; Ger- 
many has strongly resisted any 
more substantial debate. 


The British desire to have a 
debate on reform of the Euro- 
pean Monetary System was 
flatly rejected by Bonn as both 
unnecessary and unwise: it 
would simply cause new specu- 
lation in the money markets. 

The one potentially explosive 
issue will be the Gatt negotia- 
tions on trade liberalisation, in 
which Mr Mitterrand appears 
increasingly isolated in his 
determination to resist any fur- 
ther concessions to the US. 

"It is too sensitive to 6ay 
anything yet,” the German offi- 
cial said. “We will have a 
report in Birmingham, and 
then see how the discussion 
develops." 

Mr Kohl does not want to 
embarrass his closest Euro- 
pean ally, but nevertheless, 
“our position is that it would 
be an extraordinarily impor- 
tant signal for the world econ- 
omy, to have a solution to the 
Gatt round”, the official said. 

An agreement in Birming- 
ham on the EC's stance at the 
Gatt negotiations would rein- 
force the improvement in con- 
fidence Mr Kohl hopes to 
achieve by a declaration on the 
Maastricht treaty. 

He is acutely aware of the 
need to revive growth not just 
in the world economy, but in 
Germany as well, where the 
slowdown threatens any hope 
oF recovery In the collapsed 
industry of the east. 


By David Buchan In Paris 

PRESIDENT Francois 
Mitterrand is hoping that 
today’s planned declaration on 
"subsidiarity” will combine the 
minimum of institutional 
change with the maximum 
public impact to help sell the 
Maastricht treaty. 

It is a strategy which may 
set him at odds with some EC 
leaders and the Commission, 
who favour a clear listing of 
the respective powers of the 
EC institutions and national 
governments. 

The focus on subsidiarity 
should take the form of “a 
change In behaviour [of EC 
Institutions! rather a new codi- 
fication of powers," Mr Jean 
Musiteli, the Elysee spokesman 
said yesterday. 

The principle should be for- 
mulated to let people know 
there would be “a new break 
with the EC decision-making 
machinery as it has functioned 
up to now," said Mr Musiteli. 

The French view is that sub- 
sidiarity • the sorting out of 
who does what in the EC ■ can- 
not be achieved in a legalistic 
way. “You would have to be a 
surgeon to try to divide with a 
scalpel what should be done by 
the Community and what 
should be left to member 
states," he said. 

Rather, it should be up to the 


EC’s top politicians, meeting in 
the European Council, to make 
political decisions on the politi- 
cal principle of subsidiarity. 

The aim should be, said Mr 
Musiteli, “to reinforce the 
Community's capacity to take 
decisions in non-controversiaL 
but essential areas" of policy 
in and outside the EC. 

In this light it is ironic that 
France expects little or no 
action on two other Items on 
today's agenda - monetary 
cooperation and the Gatt trade 
talks. 

Mr Mitterrand will be con- 
tent to discuss, in general 
terms, the European Monetary 
System. Mr Musiteli main - 
tain e d that last month's crisis 
showed there was little wrong 
with the system itself; but that 
it was provoked by the dollar’s 
fall and aggravated by the 
internal economic problems of 
some EMS participants. 

This week's failure of US and 
EC negotiators to produce a 
breakthrough in the Gatt talks 
avoids placing President Mit- 
terrand in awkward isolation 
on agriculture. French officials 
continued ' to rialm y e s t e r day 
there was never any question 
of Mr Mitterrand boycotting , 
the summit For Mr Mitterrand 
to have left his c hair empty in 
Birmingham, would, for one 
thing, have raised fresh ques- 
tions about his health. ■ • 
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Danes seek opt-outs F 
from Maastricht 



By David Gardner In Brussels 


AS IF >;J6hn v Major's 
government did not have 
enough grief; monetary policy 
In rains, no sign of an eco- 
nomic strategy, and trying to 
place Britain at the heart of a 
Europe in danger of cardiac 
arresL 

Now it is being suggested 
that the UK - post-devalua- 
' tlon : t$ technically ' poor 
enough to apply for extra 
European Community cash 
from the so-called Cohesion 
F und. 

This was agreed at Maas- 
tricht for Spain, Ireland, Por- 
tugal and Greece, and the 
treaty says handouts from the 
fund are applicable to those 
BC member states whose per 
capita income is below 90 per 
cent of the EC average . - 
which they all were, and 
remain. 

Mr John Hume, leader of 
Nartban freiamfs Sbdal Dem- 
ocratic and Labour Party, yes- 
terday wrote to Mr MRjor 
(with copy to the European 
Commission president, Mr Jac- 
ques Before), pointing out that 
UK per capita Income at the 
purchasing power parities of 
today’s rate fbr sterling is at 
87 per cent of the EC average.' 
Bingo. Ergo, could we have 
some of this Cohesion Fund - 
which Brussels wants to 
' endow with EcnlObn (£7.8bn) 
In today’s money - for North- 
ern Ireland please. 

Mr Hnme, understandably, 
could not resist being a bit 
more mischievous. Under BC 
regional policy rules, the pur- 
chasing power parity formula 
was used to make sure that 
Northern Ireland is defined as 
among the most backward 
regions in Europe, so it can 
get the most generous EC 
regional aid grants, even 
though its average income is 
in fact higher than the qualify- 
ing flinsho W. 

This deal has already had 
some highly charged political 
implications. Last year the EC 
formed a free trade zone with 
the seven rich Nordic and 
Alpine countries of the Euro- 
pean Free Trade Association. 
The treaty in question, the 
European Economic Area, 
requires the new partners to 
chip in to help backward areas 
of the Community to catch up, 
and defined Ireland, both 
North and South, as one unit 
“The island of - Ireland”, 
equally eligible for such hand- 
outs. 

Mr Hnme reminds Mr Major 
of this precedent, saying 
“access to the Cohesion Fund 
would underpin the proper 
planning of an integrated envi- 
ronmental and transport infra- 
structure on the basis of the 
needs of the island of Ireland”. 

Should Mr Major choose to 
take up the opportunity 
offered by the UK’s relegation, 
his alternatives are not appeal- 
ing. The Cohesion Fund 
applies to countries, not 
regions, so he would have to 
acknowledge that the UK as a 
whole Is In . Europe's poor- 
house. Or he could say that 
Northern Ireland should be 
treated - economically at 
least - as part of Ireland. 


By HHary Barnes 
In Copenhagen 

DENMARK will today propose 
opt-out possibilities from Maas- 
tricht treaty clauses on joint 
European currency, defence 
and law enforcement as a 
means of resolving the dead- 
lock caused by the Danish No 
vote in Jane's referendum, Mr 
Paul Schlfiter, the Danish 
prime minister, sazd yesterday. 

He said that the special 
arrangements sought by Den- 
mark had to be “legally bind- 
ing and not limited in time". 

“We must succeed in our 
quest for a special deal if Den- 
mark is to continue to be a 
member of the European Com- 
munity," he stated. "There is a 
formula for solving this prob- 
lem, but 1 don't want to elabo- 
rate now.” 


Mr Schluter, speaking after a 
meeting of the Folketing’s (par- 
liament's) market affairs com- 
mittee, said the government 
believed that binding arrange- 
ments could be made with the 
European Community without 
needing to renegotiate the 
treaty. 

He added that Denmark 
would also seek more openness 
and democracy within the EC 
decision-making process, rei- 
terating its right to ran its own 
social policies. 

After several days of negotia- 
tion and disagreement among 
Danish politicians over the 
terms of the treaty, the market 
committee gave its unanimous 
backing to the position which 
will be taken by Mr Schluter in 
Birmingham. 

Danish parties, which backed 
the treaty in the referendum, 


have said that extensive and 
binding amendments to the 
treaty are necessary in order to 
ensure a Yes in the next refer- 
endum. However, other EC 
members have said they will 
only consider solutions which 
do not constitute renegotiation 
or a new ratification process. 

Denmark already built into 
the original treaty last Decem- 
ber a clause making participa- 
tion in economic and monetary 
union (Emu) subject to a fur- 
ther referendum later in the 
1990s. 

Mr SchiUter said a concrete 
Danish proposal woold be 
ready around November 1 after 
further talks between political 
parties in Denmark. The first 
serious EC discussion of Den- 
mark's special terms will not 
take place until the EC summit 
in Edinburgh in December. 



A police helicopter circles over the centre of Birmingham yesterday as part of the security operation for the su mmi t 


Italy fears two-speed Community would leave it behind 


ITALY'S prime minister, Mr 
Giuliano Amato, is expected to 
back his French and German 
colleagues at the Birmingham 
summit in pressing to main- 
tain the momentum towards 
European unity and avoid 
renegotiating the Maastricht 
treaty. He will also be anxious 
to ensure European Commu- 
nity leaders can achieve con- 
sensus on the future of the 
treaty. 

The Italian government Is 
aware that disagreements at 
Birmingham could lead to a 
two-speed Community, with 
Italy, a founder EC member, in 
the slow track. 

Last weekend, Mr Amato 
made brief trips to Paris and 
Bonn to meet Mr Pierre Bere- 
govoy, the French prime minis- 


Robert Graham 

outlines Amato’s 
aims at summit 


ter, and Chancellor Helmut 
Kohl of Germany to discuss 
summit strategy. Mr Amato is 
understood to have sought 
assurances that France and 
Germany were not planning to 
go ahead with a two-speed 
Europe. 

The Italian senate has rati- 
fied the Maastricht treaty, and 
the chamber of deputies is 
shortly expected to follow suit 
The government has virtually 
all-party support behind its 
policy of maintaining a firm 
commitment to Europe and 
avoiding a dilution of the trea- 
ty’s aims or changes in its 
timetable: 

Despite the lira floating out- 
side the European Monetary 
System and an economy foiling 
well behind the proposed crite- 
ria for EC convergence, the 
government still bases all poli- 
cies on the premise that Italy 
will remain an int^ral part of 
the EC. 

In contrast to British con- 
cerns over sovereignty and 
subsidiarity, the Italian gov- 
ernment welcomes the external 
disciplinary framework of the 
convergence criteria and the 
Exchange Rate Mechanism. 

However, attitudes have 
changed since the Andreotti 
government signed the Maas- 
tricht Treaty last December. 
The Andreotti government 


Lincolnshire Loudon 

v_y 

lhour 

Lines. 

Twenty Inter-City 
trains each way, each 
day between Grantham 
and Blag’s Cross 
For more information on 
Lincolnshire^ first-class 
business environment 
please call the County’s 
Business Location Team. 

L IMCtLN 

SMS 

iRnuaaacDumntMX 

EtMKBBBONEITUar 

0522 552250 


TjmM'fc 


Tfa StancM Ton (Ewofe) Ltd 

Published by The Financial Times 
(Europe) GmbH, Frankfurt Branch. 
Nibeiuugenplatz 3. 6000 

Frankfiirt-am-Maia I: Telephone 49 69 
156850; Fu 49 69 5964481; Telex 
416193. Represented by E. Hugo, 
Managing Director. Primer DVM 
GrabH-Harriyet International. 6078 
Neu-Uenbutg 4. Responsible editor 
Richard Lambert. Financial Times, 
Number One Southwark Bridge, 
London SEl 9HL. The Financial Times 
Lid, 1992. 

Registered office: Number One. 
Southwark Bridge, London SEl 9HL. 
Company incorporated under (he laws 
of Bnraind and Wales. Chairman: 
D.EJ* Patawr. Main sharefroMttc The 
Financial Times Limited, The Financial 
News Limited. Pubtisfajng director J. 
Roltey, 168 Rue de Rjvofi, 75044 Paris 
Cedes 01. Tet (01) 4297 0621; Fax: (01) 
*297 0629. Editor Richard Lambert. 
Printer SA Nord Eclair, 15/21 Rue de 
Cain. 59100 Roubalx Cedes I. ISSN: 
ISSN 11 48-27 S3. Commission Pari Hire 
No 678Q8D. 

Financial Times (Scandinavia) 
Vimmelskaftet 42A, DK-I16I 
Copenhagea-K, Denmark. Telephone 
(33) 13 44 41. Fax (33) 935335. • 


YOU WILL FIND 
THEFT 
WHEREVER 
YOUR BUSINESS 
TAKES YOU 


took a fundamentally political 
view of the treaty, believing 
that even if Italy could not 
fully comply with the conver- 
gence criteria, it could not be 
excluded from the proposed 
union in 1997. 


The economic and financial 
crisis of the past three months 
has served to remind the 
Amato government that such a 
political view cannot be taken 
fbr granted. If Italy falls to 
tackle its mountain of debt and 


Its huge public sector deficit, 
Mr Amato realises the coun- 
try's EC partners will not (eel 
automatically obliged to hold 
the door open for the fast 
track. 

Thus at Birmingham, Mr 


Amato will not merely be re- 
stating Italy’s European cre- 
dentials and Italy's desire to re- 
enter the EMS as soon as possi- 
ble, hopefully before Christ- 
mas; he will also explain his 
1993 budget, now going 


through parliament, and the 
macroeconomic projections for 
bringing the public sector defi- 
cit into line over the next three 
years. 

TO retain credibility with his 
partners, he is also likely to 


state the government's willing- 
ness to submit to close EC 
monitoring. This in turn is 
expected to facilitate agree- 
ment on an EC stand-by facil- 
ity of some Ecu5bn (£3.93bn) 
currently under negotiation. 
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Coup idea j Bargain-bin stocks disappear from stores 
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embarrasses 


By Robert Thomson In Tokyo 


Japanese 


By Robert Thomson In Tokyo 


THE Japanese government was 
highly embarrassed yesterday 
when a military officer 
suggested that a coup d'etat 
would clean up the political 
system. 

Mr Koichi Kato, chief cabinet 
secretary, described the coup 
idea as “extremely inappropri- 
ate". and the Defence Agency 
said the major who made the 
suggestion in a weekly maga- 
zine would be disciplined. 

Ordinary Japanese did not 
take the statement as a serious 
threat, but the article 
reminded many of a series of 
coup attempts and assassina- 
tlons during the 1930s, when 
young officers demanded that 
the government intensify the 
military campaign in Asia. 

The magazine commentary, 
by Major Shinsaku Yanai, a 
lecturer in strategy and mili- 
tary history at Japan's Defence 
Academy, has caused particu- 
lar embarrassment for the mili- 
tary, as it coincided with the 
controversial dispatch of Japa- 
nese troops on peace-keeping 
activities in Cambodia. 

Maj Yanai's comments were 
inspired by the controversy 
over Mr Shin Kanemaru, who 
resigned from parliament on 
Wednesday, after public pro- 
tests over his violation of a 
political donations law and 
alleged links to gangster 
groups. 

"History has shown that a 
military solution is the only 
way left when democracy does 
not work and justice is not 
done," Maj Yanai wrote in an 
article penned before Mr Kane- 
maru resigned. "It's now 
impossible to right the wrongs 
legally through elections, the 
basis of a democracy. What 
paths can we take to get rid of 


Gore leads 
attack on 
foreign 
policy 


By George Graham in 
Washington 


PRESIDENT George Bush’s 
Democratic challengers are try- 
ing to turn the tables on some 
of his proudest achievements 
in the foreign policy arena. 

Senator A1 Gore, the Demo- 
crats’ vice-presidential candi- 
date, has led the attack on Mr 
Bush’s handling of Iraq, 
acknowledging his successful 
handling of the Gulf war but 
saying his earlier policies led 
directly to the war. 

This week, Mr Gore opened 
up a new line of attack on the 
nuclear missile cuts that Presi- 
dent Bush agreed earlier this 
year with President Boris Yelt- 
sin of Russia. 

Mr Gore claimed the Jane 
pact, under which the US and 
Russia agreed to cut their 
nuclear arsenals beyond the 
levels agreed' in the Strategic 
Arms Reduction Treaty to 
&8MH250 warheads apiece by 
1999 and to eliminate multiple 
warhead missiles, had come 
unravelled because Mr Bush 
had taken Secretary of State 
James Baker away from the 
negotiations to supervise his 
re-election efforts. 

State Department officials 
denied the so-called Start U 
agreement had been hindered 
by Mr Baker’s departure, but 
acknowledged that they had 
not yet succeeded in transla- 
ting the Bush-Yeltsin agree- 
ment into a formal text. 

Mr Richard Boucher, State 
Department spokesman, said 
the discussions were largely 
technical 

He said be knew nothing 
about reports that Russia was 
reluctant to destroy the silos 
holding multiple warhead 
SS-18 missiles, which are to be 
eliminated under the Bush- 
Yeltsin accord. 

Mr Gore charged in his 
debate on Tuesday with 
Vice-president Dan Quayle and 
Admiral James Stockdale, Mr 
Ross Perot’s vice-presidential 
running mate, that the Start I 
treaty would eliminate only 
half of the SS-18 silos, and that 


Mr Bush had made a mistake 
by not winning the elimination 
of the other half. 

Mr Quayle contended that 
Russia remained committed to 
the elimination of its SS-18s, 
but did not respond on the 
silos, which critics of Salt n 
contend could still be used to 
launch multiple warhead mis- 
siles if they are not destroyed. 

“The President does have a 
commitment from Boris Yelt- 
sin to eliminate the SS-iSs: 
that is a commitment," Mr 
Quayle said during the debate. 


this? Only a coup d’etat or a 
revolution." 

Meanwhile, the struggle for 
control of the faction previ- 
ously run by Mr Kanemaru 
may be settled, for the 
moment, at a meeting today. 
About seven members of the 
faction are possible candidates 
for the title of chairman, but 
even If a chairman Is quickly 
selected, the dispute could con- 
tinue for several months. 

Mr Kiichi Miyazawa, the 
prime minister, showed his 
frustration at the attention 
paid to Mr Kanemaru's depar- 
ture, which dominated the Jap- 
anese media yesterday. The 
prime minister insisted: "I am 
the prime minister and leader 
of the government". 

Mr Miyazawa's future is 
likely to depend on the out- 
come of the battle within Mr 
Kanemaru's old faction, the 
largest in the LDP, as the pro- 
ruler's faction is not large 
enough for him to be certain 
his two-year term in office will 
be completed. 

Attention has also turned to 
Mr Noboru Takeshita. the for- 
mer prime minister, on whose 
behalf Mr Kanemaru is said to 
have sought the help of gang- i 
sters to silence embarrassing 
protests by extreme right-wing 
groups. 

Opposition parties yesterday ! 
demanded Mr Takeshita 
appear before parliament to 
answer questions on the epi- 1 
sode, while Mr Hiroshi Salto, 
president of Nippon Steel. 
Japan’s biggest steel maker, 
made an unusual call for the 
former prime minister to clar- ! 
ify his role. Business leaders 
have been more critical of the 
government in recent weeks; 
there are signs that the close 
links between the LDP and cor- 
porate Japan are fraying. 


NOT FAR from the cut-price knitted 
cardigans and the racks of unfashion- 
able coats, the Nomura Securities 
counter at the Daimaru department 
store in downtown Osaka has its own 
specials - stocks at three-year lows 
and entire sectors at heavy discounts 
to the market average. 

But Japanese wanting to shop for 
stocks In a department store had bet- 
ter hurry. The Nomura outlet in Dai- 
maru will close next month, and other 


brokers are dosing their counters as 
rapidly as they were opened in the 
late 1980s. 

Yamaichi Securities, one of Japan's 
Big Four brokers, opened 10 “sales 
offices", as distinct from branches, 
after the finance ministry agreed in 
1985 that a department store or rail- 
way station was an appropriate place 
for a securities counter. Yamaichi. has 
closed all 10 this year. 

Another of the Big Foot, Daiwa 
Securities, has closed three depart- 
ment store offices in the past two 


months and has seven safes offices 
left Nomura's 20 sales offices will be 
reduced to 14 by the end of next 
month, and the rest are under review 
after a first half in which none of 
Japan's 14 leading brokers expects to 
report a profit 

The “sales offices" were a way 
around finance ministry restrictions 
on the opening of branches, and were 
able to operate as long as the depart- 
ment store was open. One drawback 
was the expense of installing an elec- 
tronic stock board and computer 


equipment, but more importantly, 
the ministry "guided” the brokers to 
limit their sales activities. 

Minis try officials insisted that the 
staff, unlik e branch employees, could 
not knock on doors in the local dis- 
trict Store-based brokers were also 
told not to sell "risky or speculative 
products", such as options and 
futures. 

“We thought the customers would 
come to us, but they didn’t." a 
Nomura pla nning manager said. The 
broker found that the shoppers who 


wanted to talk stocks or bonds were 
alreadv Nomura customers, while 
other potential clients were intimi- 
dated by the open-plan style of the 
stores and wanted more privacy when 
talking about personal finance. 

These outlets were further bruised 
when ordinary Japanese, already 
made wars' by felling prices, became 
reluctant to purchase stocks after the 
surfacing of several scandals, includ- 
ing that of brokers’ links to gangsters 
and the compensation of corporate cli- 
ents for stock losses. 
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Canadians address deepening divisions 

Bernard Simon looks at the imminent Canadian referendum on proposed constitutional reform 

W HEN Canada signed The gap between short-term Quebec’s sovereignty referen- MMU , Annetittitinn 

its landmark free- Canadian and US rates has dum 12 years ago Highlights of Canada S n©W Constitution The business 

trade agreement widened in the past month Mr Guy Saint-Pierre, chair- ...... genuinely trou 


W HEN Canada signed 
its landmark free- 
trade agreement 
with the US four years ago, the 
country’s business leaders 
were among the deal's loudest 
cheerleaders. 

Many distributed pro-free 
trade literature to their 
employees, urging them to 
back prime mini ster Brian 
Mulroney's Conservative gov- 
ernment in the 1988 general 
election. 

Four years later, Canadian 
business is a gain in the fore- 
front of a political campaign - 
this time urging a Yes vote in 
the October 26 referendum on 
the most far-reaching package 
of constitutional reforms since 
the country was formed in 
1867. 

However, in contrast to their 
enthusiasm for the free-trade 
pact, most captains of industry 
are lukewarm about the con- 
tents of the constitutional deal 
known as the Charlottetown 
Agreement. The main thrust of 
their arguments is to warn of 
the dire economic conse- 
quences if voters reject the 
agreement 

The prospect of a No victory 
has already unsettled inves- 
tors. It is widely blamed for the 
slump In the Canadian dollar 
over the past month, from 83 
US cents to less than 80 cents, 
and the consequent two per- 
centage-point jump in banks’ 
prime 1 prating rate. 


The gap between short-term 
Canadian and US rates has 
widened in the past month 
from 1.5 to about five percent- 
age points. Standard & Poors, 
the US rating agency, cited 
political jitters as one reason 
for downgrading Canada’s for- 
eign currency debt this week. 

But, with only two weeks 
before the referendum and 
opinion polls putting the No 
side well ahead in several prov- 
inces. business leaders are also 
anxious not to paint too bleak 
a picture of Canada’s future if 
the agreement is rejected at 
the polls. 

Mr Tom D’Aquino, president 
of the Business Council on 
National Issues, which repre- 
sents 150 chief executives of 
Canada’s biggest companies, 
says: “At the very least, we 
expect there will be a period of 
uncertainty which may be 
quite long." 

More than a quarter of small 
businesses polled by the Cana- 
dian Federation of Independent 
Business said it will cut invest- 
ment or make other changes in 
their planning if the No side 
prevails. 

But Mr D’ Aquino’s message 
to foreign investors in the 
-event of a No vote is: "Pnt 
everything in context and 
don’t panic." He raises the pos- 
sibility that "constitutional 
fatigue" could put Canada's 
per ennial identity crisis out of 
people’s minds , as it did after 


Quebec’s sovereignty referen- 
dum 12 years ago. 

Mr Guy Saint-Pierre, chair- 
man of SNC, Canada’s biggest 
project management group, 
and a leading campaigner for 
the agreement in Quebec, says 
that his concern arises less 
from the immediate fall-out 
from the referendum than from 
Canada’s long-term future. 

"ft won’t be heaven or hell 
the next day," Mr Saint-Pierre 
says. But he predicts that a No 
vote would embolden Quebec 
separatists to demand an early 
election in the francophone 
province. If they win. and 
remain true to their principles, 
Mr Saint-Pierre fears that Que- 
bec could find itself on an inex- 
orable road to sovereignty. 


^ An elected Senate, with six senators from each province, pi us one 
“ each from two Arctic territories’. . 


^ The Senate can reject bSs on natural resource taxation by a 
■W simple majority. Defeat of other bite triggers a joint sitting with foe 
. House of Commons. 


Key appointments, inducing governor of foe Bank of Canada, to 
x be ratified by foe Senate. 


The House of Commons to be expanded from 295 to 337 seats, 
nr with extra seats for Ontario and Quebec (f 8 each), British 


with extra seats for Ontario and Quebec (18 each), British 
Columbia (4) and Alberta (2}. 


Quebec to gate the right to “preserve and promote Its distinct 
t Wenfity. . 1 


Provinces to acquire exclusive jurtsdtctton in forestry, mining, 
W tourism and housing; and wWer powers over Immigration, lab 


tourism and housing; and wWer powers over Immigration, labour 
training and culture. 


R oyal Bank of Canada, 
the country's biggest 
financial institution, 
concluded in a lengthy analy- 
sis last month that a break-up 
of Canada would push the 
average growth rate down 
from 3 per cent to 1 per cent a 
year over the next decade and 
raise unemployment 
In the event of a break-up, 
the bank said, "a significant 
widening in the income gap 
between Canada and the US 
could turn the current flow of 
emigrants into a flood." 

The business community 
remains optimistic that the 
Yes forces, which were slow to 
get their campaign into gear. 


^ Aboriginal people to gain ah Inherent rigfrT to self-government, 
enforceable by foe courts afte r five years! 


can make up lost ground over 
the next two weeks. Most polls 
point to a large pool of unde- 
cided voters. Backers of the 
Charlottetown pact are hoping 
these people will be swayed by 
warnings of lower growth, fell- 
ing living standards and a bro- 
ken country. 

They are hammering home 
the point that opponents of the 
deal - who include such 
uneasy bedfellows as Quebec 
separatists, western Canadian 
regional groups, women’s 
activists and former prime 
minister Mr Pierre Trudeau, an 


arch-federalist - would never 
be able to strike a deal them- 
selves. 

But supporters of the consti- 
tutional reforms, and espe- 
cially the business community, 
have yet to muster the fervour 
of the critics. Because the 
agreement is a compromise, 
which gives no region or inter- 
est group everything it wants, 
it has been easy for opponents 
to pick apart 

Quebec separatists have 
plenty of ammunition to show 
that the francophone province 
got less at the bargaining table 


than it had wanted. 

The business community is 
genuinely troubled by some 
provisions of the Charlotte- 
town Agreement. 

Sections recognising the 
"inherent right" of Canada’s 
700,000 aboriginal people to 
self-government could prove a 
headache for fishing, mining 
and forestry companies. They 
face the prospect of dealing 
with another level of govern- 
ment, able to pass laws with- 
out necessarily using normal 
democratic processes. 

Business is also disappointed 
that the federal government 
backed down in the closing 
stages of negotiations from ear- 
lier demands that the ten prov- 
inces make a firm commitment 
to lower their myriad non-tariff 
trade barriers. 

Mr Jim Mat kin. president of 
the Business Council of British 
Columbia, says that such con- 
cerns mean that business 
lobby groups cannot push the 
Charlottetown Agreement as 
hard as free trade without risk- 
ing the ire of their members. 

Mr Matkin says his reserva- 
tions about the agreement are 
outweighed by his concern at 
Quebec's reaction to a No vote. 

Echoing a line of Mr Mulro- 
ney. In rallying support for the 
Yes side, Mr Matkin calls the 
Charlottetown deal "as good as 
we can expect - and we can’t 
let the perfect be the enemy of 
the good." 
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LUANDA FIREBALL: A big military ammunition depot explodes 
in fire yesterday near the international airport in the north-east 
of the city, adding to tensions in Angola after the 16-year civil 
war, Reuter reports. Meanwhile South Africa has made an air- 
craft available to Hr Jonas Savimbi, leader of former rebel 
movement Units, hoping he will meet President Jose Eduardo 
dos Santos for talks to avert tine threat of renewed civil war. 


Mr Savimbi disputed the results of the country's first 
multi-party elections on September 29-30. South African foreign 
minister Pik Botha has been in Angola since Monday to per- 
suade him to meet Mr dos Santos. Provisional poll results 
showed virtual victory for Mr dos Santos and his Popular Move- 
ment for the Liberation, of Angola (MPLA) party, but final tallies 
indicated a run-off between the two presidential candid ates- 


Nigerian crisis may delay handover 


NIGERIA'S military rulers opened talks 
yesterday on an electoral crisis that has 
increased fear that their plan to hand 
power to civilians could end in chaos, Ren- 
ter reports from. Abuja. 

Officials in Abuja, the capital, did not 
rule out tiie possibility that President Ibra- 
him Babangida might delay his January 2 
departure. But they said other options 
were likely to be studied first. 

"It depends on what the NEC [National 
Electoral Commission] recommends. Bat 
there is a climate b uilding up [for Gen 
Babangida] to extend,” one official said. 


"If he did that, it would not be of his 
own volition. He would be compelled by 
circumstances,” the official added. 

Any extension of military rule Is likely 
to be viewed with concern by the west at 
a time when Nigeria is seeking loans for 
ambitious industrial projects, including a 
big liquefied natural gas complex. 

Gen Babangida and the 21-member 
Armed Forces Ruling Council (AFRC) 
were discussing an electoral commission 
report on fraud allegations in recent par- 
ty-run presidential primaries. 

Widespread charges of cheating led the 


military to suspend the primaries in which 
Nigeria’s two government-created parties 
were selecting their candidates for presi- 
dential elections on December 5. 

Some officers, supported by Nigeria’s 30 
civilian state governors, are known to be 
ambivalent on Gen Babangida handing 
over to civilians in the present atmosphere 
of acrimony among civilian politicians. 
The governors on Wednesday ended a 
two-day meeting in Lagos, with a state- 
ment saying they opposed "a chaotic and 
uncertain handover that may lead ... to 
another military intervention”. 


BRAZIL’S acting president 
Itamar Franco said yesterday 
his government remained com- 
mitted to the "basic principles" 
of the modernisation pro- 
gramme started by President 
Fernando Collor, who was 
suspended last month on cor- 
ruption charges. 

In a message to the Brazilian 
Chamber of Commerce in 
Great Britain, yesterday cele- 
brating its 50th anniversary. 
Mr Franco underlined his sup- 
port for "tiie full normalisation 
of our relations with the inter- 
national financial community, 
the uninterrupted implementa- 
tion of the privatisation pro- 
gramme and the opening up of 
the Brazilian economy." 

He said Brazil "will always 
welcome the foreign capital 
wishing to share with us the 
risks of the market economy 
and the challenges of develop- 
ment” 

hi a speech to the chamber, 
Mr Michael Heseltme, Presi- 
dent of the UR Board of Trade, 
urged the Brazilian govern- 
ment to move quickly with the 
implementation of adequate 
intellectual property legisla- 
tion and to continue to reduce 
tariffs, which currently aver- 
age 20 per cent. He also 
stressed the importance of Bra- 
zil's fiscal reform efforts. 

He welcomed recent moves 
by the Brazilian government to 
improve the climate for foreign 
investment, and said he looked 
forward to the removal next 
year of constitutional limita- 
tions on foreign investment in 
mining and ofl and gas explora- 
tion, production and refining. 

He said British companies, 
which already had about 
£1.5bn of investments in Brazil, 
were particularly interested in 
developing trade in several sec- 
tors: the construction of the 
gas pipeline between Bolivia 
and Sao Paulo; cellular tele- 
phones and fibre optics; ports 
and airports; oil and gas pro- 
duction: water treatment and 
consumer products. 


Stone-throwing rioters clashed with police after hearing of the 
death of a Palestinian who had been fasting to demand better 
prison conditions, and protests continued yesterday with a 
strike, AP reports from Jerusalem. 

Police broke up several protests in Jerusalem following the 
announcement on Wednesday night of the death of Mr Hussein 
Nimr Assad, 26. Prison authorities said he died of a heart attack. 

Mrs Hanan Ashrawi, spokeswoman for the Palestinian delega- 
tion to the Middle East peace talks, called the death "very 
tragic” and said it could undermine US-backed Middle East peace 
negotiations. 

Police Minister Mosbe Shahal told Israel radio that an investi- 
gation has been launched to determine whether the death was 
related to the fast. 


US prices level off 


US consumer prices rose a slight 0.2 per cent in September, the 
government said yesterday, as a weak economy and wary con- 
sumers kept retail inflation in check, Reuter reports from Wash- 
ington. 

The scant rise brought inflation so fer this year to a 2.9 per 
rent annual rate. If ma i nta i ne d, that rate would be the lowest 
since 1986. the department said 

_ A . °* 7 . dr °P 111 petrol prices restrained the overall 

September gain to the Consumer Price Index, which was down 
from a 0.3 per cent increase to August Excluding volatile food 
and energy costs, the so-called core rate of inflation rose 0.2 per 


Peru rebel leader gets life 


Peru’s highest military court has upheld the life sentence 
fromLtoa ShUUaB Path leader *** Afaimae l Guzman, APrepotts 


If' k °“ Wedne «*ay by the Supreme Military 
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Attack sparks Cuba protest 
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an Incident on October 7 “ * 


Police kill Sikh militants 
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China rejects British proposals on Hong Kong airport finance 


By Simon Davies In Hong Kong 


THE long-standing Sino-British 
deliberations over the financing of 
Hong Kong's new airport reached 
another impasse yesterday when 
China’s negotiators rejected 
Britain’s latest proposals, despite 
these being bared on ideas put for- 
ward by the Chinese. 

Mr Anthony Galsworthy, Britain’s 


senior representative within the 
Sino-British airport committee, said 
“they criticised most aspects of [the] 
proposals, but they put forward no 
ideas of any land of their own". 

' Britain had suggested injecting an 
extra $HK40bn (£3bn) in revenue 
from land sales connected to the air- 
port infrastructure, in an adaptation 
of China’s own proposals. 

China’s mato concerns were over 


the possibility that Hong Kong 
might be saddled with airport-re- 
lated debt after 1997 when sover- 
eignty of the colony reverts to 
China. 

Hie latest proposals were viewed 
as a more cost-effective strategy, 
which would at least buy the sup- 
port of China. 

The only interpretation of China's 
latest refusal to play ball is that the 


discussions are now purely about 
politics and not economics. 

There had been little expectation 
of any resolution of the dispute 
before Governor Chris Patten’s visit 
to Beijing next week. 

The proposals had been met with a 
barrage of criticism from pro-Beijing 
newspapers that only weeks before 
had been offering similar ideas as a 
workable solution. 


Mr Galsworthy indicated that 
Britain would not be calling for a 
further meeting. “I think it is 
impractical for the British side con- 
stantly to produce new proposals 
which the Chinese side then reject 
If they don’t like our proposals we 
would expect them to produce some 
ideas of their own,” he said. 

Mr Patten has said that if China 
wanted to go ahead, a decision could 


be reached in a morning, over a cup 
oi coffee. 

But be has six weeks to getto thfi , 

®“3f. ta 5 to the close of the 
deadline for the $9bn airport site for - , 
mation contract 

Beyond November; this contract 
might have to be re-tendered, result- 
ing m the escalating costs' that the _ 
Chinese negotiators c laim tn be most 
anxious to avoid. 
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By Bronwen Maddox, 
Envir onm ent Correspondent 

AN INTERNATIONAL 
convention to smooth the way 
to repair of eastern Europe's 
crumbling, nuclear reactors is 
being held up by fears among 
western governments and com- 
panies that they will be held 
liable for future radioactive 
leaks. 

As governments wrestled 
with the problem at a meeting 
of the International Atomic 
Energy Agency conference in 
Vienna yestenfey, the f gnalina 
reactor in Lithuania, the 
world’s largest remaining 
Chernobyl-type reactor, was 
shat down for the second time 
in two months after an inter- 
nal radiation detector reported 
50 times the normal level of 
radioactivity. Lithuanian radio 
said there was no danger io 
local residents. 

At the same time, environ- 
ment officials in Bulgaria said 
the accident-ridden Kozloduy 
nuclear power plant almost 
exploded last month when the 
main switch on a l.OOOMW unit 
short-circuited. 

Kozloduy has been described 
as Europe’s most dangerous 
reactor, and the EC has pro- 
vided emergency funds for 
repairs. It cannot be shut down 
because it supplies half Bulgar- 
ia’s electricity, and its output 
was due to be increased in the 
next -few weeks because of 
colder weather. 

The week-long IAEA meeting 
has been split over a proposal 
to make United Nations coun- 
tries collectively foot the bill 
for cleaning up after future 
nuclear leaks. The convention 
will determine who is liable. 


The question of liability has 
become an acute concern since 
the European Commission 
began providing funds in the 
past two years for urgent 
repairs to the eastern Euro- 
pean and former Soviet reac- 
tors. Piecemeal repairs are pro- 
ceeding but many companies 
have refused to accept liability. 

Mr David Kyd, spokesman 
for the IAEA, said: “There has 
been great uneasiness among 
western manufacturers that If 
something goes wrong in those 
reactors they could face law 
suits because their name is on 
the equipment.” 

He added: “This convention 
will eventually cover that 
issue, but maybe not soon 
enough to solve the immediate 
problems." 

The IAEA and Germany 
have proposed to the agency's 
standing committee on nuclear 
liability, which is drawing up 
the convention, that all signa- 
tories should collectively 
assume liability, including lia- 
bility for former Soviet and 
eastern European reactors to 
enable them to obtain finance 
for repairs. 

However, Britain and Fiance 
have objected that other coun- 
tries should not be forced to 
pay for accidents at the eastern 
European reactors. 

The IAEA standing commit- 
tee has moved towards a con- 
sensus that there should be an 
international commission to 
settle claims for liability, 
althongh Britain and France 
have also resisted this move. 

A final decision on the liabil- 
ity question is unlikely before 
the standing committee's next 
meeting in March. 


Italian unions win 
Amato concession 
on pensions cap 


By Robert Graham In Rome 

ITALY’S trade unions, which 
staged a four-hour general 
strike over welfare cuts on 
Tuesday, have won limited 
concessions from the Amato 
government. • 

The government agreed to a 
slight lifting of the celling on 
pensions proposed for nest 
year and said pension pay- 
ments would rise a total of 3.5 
per cent next year- in two 
tranches. To compensate, the 
government introduced mea- 
sures to cover the extra expen- 
diture. 

In a second concession, the 
government replaced the pro- 
posed ceiling of L40m (£18,000) 
annual income which would 
trigger a cut-off in health ser- 
vice benefits. This would have 
excluded 20m people, according 
to the unions. A formula has 
been introduced lowering the 
ceiling to L35m for single peo- 
ple but raising it to L65m for 
large families. 

The semi-indexation of pen- 
sions, at just over 1 percentage 
point below inflation, will cost 
an extra L3,600bn. However, 
the government insisted the 
overall target of holding the 
public sector deficit to 


L93.000bn remained in place. 

Extra revenue of Ll,500bn 
would be raised by two main 
devices: a 1 per cent Increase 
in national insurance contribu- 
tions from those with incomes 
over L52m; and L800bn by 
making ENEL, the electricity 
authority, cover itself the cost 
of servicing debts contracted 
during 1986-89. 

• The government yesterday 
converted into a decree law the 
bill ending the dockers’ monop- 
oly in Italy's ports, writes Haig 
Simonian in Milan. 

The European Commission 
had set X September 30 dead- 
line for ending the monopoly 
and the decision, though it will 
be welcomed by port employ- 
ers, may trigger fresh indus- 
trial action. 

• Prosecutors are examining 
government files on Italy's aid 
operation for Albania after 
members of parliament alleged 
some food suppliers bad been 
overcharging, Reuter adds 
from Rome. 

Italy donated 125,000 tonnes 
of food to help Albania through 
the winter of 1991 after an exo- 
dus across the Adriatic of 
45,000 refugees fleeing hunger 
and poverty the previous 
March and August. 


Panic claims breakthrough after Kosovo talks 


By Laura Silber In Pristina, 
Yugoslavia 

MR Milan Panic, the Yugoslav 
prime minister, yesterday 
claimed he had made a break- 
through with ethnic Albanian 
leaders in the Serbian province 
of Kosovo after pledging to 
abolish discriminatory legisla- 
tion. 

"We have to democratise the 
system.. .on the long road 
towards establishing democ- 
racy in Kosovo, we have made 
the most important steps," said 
Mr Panic in Pristina, the capi- 
tal of Kosovo, after talks with 
Mr Ibrahim Rugova, the leader 
of Kosovo's ethnic Albanian 
majority. 

“Mr Panic has agreed to lift 
all discriminatory laws and I 
am grateful for that,” said Mr 
Rugova. 


The chief of the Bosnian Serb air force said 
yesterday he did not Intend to hand over his 
warplanes to the rump Yugoslavia despite 
an announced agreement, Tanjug news agency 
said, Reuter reports from Banja Luka, Bosnia. 
Major-General Zivomir Ninkovic was 


commenting on an agreement in Geneva under 
which Bosnian Serb political leader Radovan 
Karadzic said he would move the planes to 
Yugoslavia to prove they were not being used 
in defiance of a UN “no-fly* order 




BOSNIA 

HERCEGOVINA 


The prime minister's visit 
followed clashes this week 
between Serbian riot police 
and thousands of Albanians 
demanding the reopening of 
Albanian language schools and 
universities closed by the Ser- 
bian authorities. 

If Mr Panic succeeds in bro- 
kering a peace between the 
region's radicalised Serbs and 
its Albanians, he will have 
scored an important victory in 
his struggle with Serbian presi- 
dent Slobodan Milosevic. 

Kosovo’s Serbs, who com- 
prise just 8 per cent of Kos- 


ovo's 2.1m population, mistrust 
Mr Panic. They revere Mr Mil- 
osevic for bringing the prov- 
ince under direct rule by Bel- 
grade three years ago. when he 
stripped Kosovo of its auton- 
omy, dissolved the parliament, 
and discontinued Albanian lan- 
guage media. 

While Mr Panic has to con- 
vince Serbs of his nationalist 
credentials, he faces an equal 
challenge in persuading Alba- 
nian political leaders to accept 
being part of a country they 
have renounced. He must 
prove he can deliver on his 


pledge to democratise a prov- 
ince under virtual apartheid. 

Albanians have boycotted 
state education, attending 
underground schools, and 
rejecting curriculum foisted on 
them by Belgrade. 

The threat of war in Kosovo, 
after the death and destruction 
in neighbouring Bosnia, may 
strengthen Mr Panic’s hand. It 
may steer Serbs and Albanians 
into reaching a compromise. 
Even Kosovo’s Serbs, who con- 
trol the province’s state enter- 
prises, have been hard hit by 
the war and Doited Nations' 



sanctions against Yugoslavia. 

• Britain yesterday des- 
patched a first party of Ger- 
many-based troops to Bosnia 
and fended off criticism by Mr 


Cyrus Vance, the UN mediator, 
about the time taken deploying 
forces to help UN relief efforts, 
writes David White, Defence 
Correspondent 

The UK contingent, the larg- 
est among the forces assigned 
to the UN Protection Force IL 
is being Increased by a third 
from initial plans announced a 
month ago. to 2.400. This will 
include 400 engineers sent to 
set up accommodation, water 
supplies and sanitation. 

Britain has to change its ini- 
tial plans for escorting aid con- 
voys in order to avoid crossing 
ethnic boundaries. Its force, to 
be fully deployed by November 
13, will have Its main logistics 
centre at the port of Split, with 
a battalion base at Vltez, 
northwest of Sarajevo. The 
new UN force includes French, 
Canadian a nd S panish units. 



Opposition Social Democrats in the German parliament remain in their seats, 
boycotting a vote yesterday on changing the constitution to stop the flood of foreign 
refugees, Reuter reports from Bonn. As a result. Chancellor Helmut Kohl was denied 
the necessary two-thirds majority and the motion failed. The SPD had wanted the 
debate postponed until after it holds a special party congress on the issue next month. 


Du Pont and Mitsui to form 
alliance in Asian markets 


By Robert Thomson in Tokyo 

DU PONT Japan, the Japanese 
arm of the US chemical maker, 
and Mitsui, the Japanese 
trading house, yesterday 

gnnnimrwl plans to es tablish a 

joint venture company to 
increase both partners’ 
penetration of Asian-Pacific 
markets. 

The new company, to be 
formed next month, will 
attempt to match Du Pont’s 
product development skills 


with Mitsui's extensive 
regional branch network, as 
well as considering new prod- 
uct areas for both companies. 

Mitsui said the agreement 
followed an approach by Du 
Pont It is a sign of Japanese 
companies’ willingness to form 
strategic partnerships with for- 
eign producers to take advan- 
tage of growing demand in 
Asian markets. 

The trading house has close 
ties to Mitsui Toatsu Chemi- 
cals, the country's third largest 


chemical manufacturer, and to 
Mitsui Petrochemical Indus- 
tries, which are both members 
of the Mitsui keirelsu, or family 
of companies. 

• Mitsui said the agreement 
with Du Pont would not com- 
promise existing partnerships 
that the two have with other 
companies, nor would it dis- 
rupt their existing business 
networks In Asia. The new 
company, to be called Du Pont 
MBK Alliance, is likely to have 
a capital of YlOOm (£467,000). 


NEWS IN BRIEF 


German output 
‘will stagnate’ 

WESTERN German industry expects output to stagnate in 1993, 
after a 1 per cent foil this year, writes Christopher Parkes in 
Frankfurt Leading companies expect the worst of the downturn 
to be over by year-end. according to the & economics institute in 
Munich. 

Meanwhile, the German engineering industry is labouring in 
depressed international markets. Many companies, including 
machine-tool makers, will record losses this year, Mr Berthold 
Leidinger, president of the VDMA industry association, said yes- 
terday. The average net return on capital had fallen to an all-time 
low of less than L2 per cent The industry, which has annual 
turnover of DM250bn (ElOObn), would have to cut costs by up to 
30 per cent to remain competitive, Mr Leidinger added. The 40 per 
cent appreciation of the D-Mark against the dollar and a revalua- 
tion of 20 per emit against the yen over the past three years was 
an especially heavy burden. 

The motor industry has also warned of the need for cost 
reductions which could trim 200,000 jobs in the next few years. 
• Germany's Lufthansa airline plans to cut about 400 pilot jobs 
in 1993, as part of its cost reduction efforts, Reuter reports from 
Frankfort Lufthansa employs about 3^00 pilots. 

Russian curbs lifted 

The Russian government has lifted travel restrictions on all 
foreigners, in a long-awaited step which removes one of the last 
vestiges of the Cold War and may help encourage foreign invest- 
ment, writes Leyla Boulton in Moscow. 

A government spokesman said yesterday that business people 
and journalists will no longer need to give advance notice of 
travel plans, once they have a visa to enter the country. They will 
also no longer need to show visas to buy tickets and book 
accommodation, and can do this through private organisations, 
by-passing traditional state monopoly organisations such as 
Intourist. 

Norwegian ratification 

Norway's parliament is expected to ratify the European Economic 
Area (EEA) agreement by a narrow margin today, desp tte many 
demonstrations against the deal, writes Karen Fossil in Oslo. 

The pact - to link the European Community and the European 
Free Trade Association, of which Norway is a member - needs 
the backing of two-thirds of the country’s 165-seat parliament At 
least 42 votes would be needed to block it, but only 35 or 37 
representatives are expected to vote against it 
About 20,000 North Sea oil workers staged a one-hour strike 
opposing the ratification, which they claim would jeopardise their 
jobs when Norway is opened to foreign competition. 

Hungarian dam appeal 

Hungary has called for a special meeting of the eight-nation 
Danube Commission to discuss Slovakia’s plans to divert the 
river across its territory this month, a commission official said 
yesterday. The Danube forms part of the two states’ common 
border, Reuter reports from Budapest 
The move is part of Hungary's efforts to prevent the creation of 
a billion-dollar hydroelectric scheme, which Budapest says would 
cause an environmental catastrophe and violate Hungary’s terri- 
torial integrity. . 

Slovakia, which will quit the Czechoslovakian federation early 
next year, is due to divert the Danube on October 20 to drive its 
Gabdkovo hydroelectric power station. 

Swedish jobless ‘rising’ 

Swedish unemployment looks set to rise as high as 9 per cent by 
next autumn, according to forecasts for 1933 published yesterday 
by the country's Labour Market Board. Robert Taylor writes 
from Stockholm. This would be the highest level recorded in 
Sweden since 1941. 


Europe’s steel industry peers into the abyss 


Collapsing prices threaten to undo the gains from restructuring in the 1980s, writes Andrew Baxter 


I T IS crisis time again in 
the European steel indus- 
try. Falling demand, lower 
exports and increased cut-price 
imports have in the past few 
months accelerated a gradual 
decline in prices that began in 
mid-1989. Wstrse Is to come. 

The steel market, says Shef- 
field-based consultancy Meps 
Europe, is in disarray. Steelma- 
kers are rushing to offer cus- 
tomers incentives on already 
“incredibly low” selling prices. 
Some EC steelmakers, it 
says, are offering to sell 25 per 
cent of deliveries to customers 
as “over-rollmgsr which are 
invoiced at a . substantially 
lower price than for prime 
material In reality, all the 
material delivered Is prime. 
Other mills are delivering on a 
“pay-as-you-use basis” or offer- 
ing extra rebates in return for 
guarantees to purchase speci- 
fied quantities of steeL 
Last month, says Meps 
in a review out next week, 
steel prices plummeted 
in Germany, France and the 
Benelux countries as low- 
priced offers from steelmakers 
in EC countries which have 
devalued their currencies 


disrupted the market 

Almost all Europe’s steelma- 
kers are running at a loss, as 
the downward price spiral 
forces them to sell below their 
frill cost of production. “The 
industry is feeling very shell- 
shocked,” says a consultant Dr 
Rod Beddows. “People are say- 
ing it’s the end of the world.” 

This week, Europe’s steelma- 
kers got together to try to 
avert the looming catastrophe. 
Through Eurofer, the confeder- 
ation of EC iron and steel pro- 
ducers, they submitted to the 
European Commission an 
ambitious scheme seeking 
financial support for redundan- 
cies; guidelines from the Com- 
mission on production, con- 
sumption, exports and imports 
to help the industry adapt to 
changing demand, and action 
against allegedly unfair 
imports, particularly from east- 
ern Europe. 

The scheme raises a decades- 
old public policy dilemma that 
sank from view all too briefly 
in the boom years of the late 
1980s - how to handle the 
long-term decline of a politi- 
cally sensitive industrial sector 
whose importance tapers off in 
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a developed economy. But this 
time the policy responses could 
be different 

Eurofer is adamant that is 
not crying wolf. Without 
urgent help, says Mr Dietrich 
von Hulsen, Eurofer director 
general, the industry could 
throw away all the achieve- 
ments from the restructuring 


of the industry in the 1980s, 
and risks returning to the "uni- 
lateral financial measures” 
once common In the industry 
- state subsidies which are 
against EC law. 

Yet it is fair to ask quite how 
an industry which has received 
an estimated DMl21bn (£48bn) 
of direct subsidies over , the 


past 15 years, and was turned 
upside down in the 1980s, has 
got Itself in its current fix. 

In 1988, the industry emerged 
from eight years under, the 
Davignon plan, named after 
the commissioner responsible, 
and introduced under the 
Article 58 “crisis” clause in the 
1951 European Coal and Steel 
Community Treaty. 

During that time, production 
capacity for hot-rolled products 
fell from 19A5m tonnes in 1980 
to 165m tonnes and employ- 
ment was slashed from 672.000 
to 409,000. The steel industry 
emerged from the Davignon 
period financially stronger, 
helped by state aid, and appar- 
ently well positioned to make 
profits. 

But the late- 1980s boom was 
too short for companies to ben- 
efit My, and the subsequent 
recession has exposed the 
industry’s structnral weak- 
nesses and failure to learn 
from past mistakes. Overcapa- 
city is estimated at 10-20 per 
cent, and the industry is still 
chasing market share and 
hence depressing its own 
prices. 

In particular, it is shooting 


itself in the foot by matching 
the low prices for subsidised 
East European steeL The effect 
on overall prices has therefore 
grown ont of all proportion to 
the relatively small amounts 
Imported. 

Prices for flat products, for 
example, are now 30 per cent 
below 1989 levels. Earlier this 
month, the International Iron 
and Steel Institute forecast EC 
steel consumption at 105.4m 
tonnes for 1992, down nearly 10 
per emit from 115.5m tonnes in 
1990. The estimate, says Euro- 
fer, is “rather optimistic.” 

With little or no chance of 
the situation changing in the 
short term, Eurofer wants EC 
help so that the industry’s 
restructuring can continue. 
Meps expects 70,000 of the 
remaining 385,000 jobs in the 
EC steel industry to go by the 
end of 1996. and another heavy 
round of mergers and consoli- 
dations is looming. 

While some in the industry 
have called for another Davig- 
non plan, Eurofer is not invok- 
ing Article-58. It wants a large 
part of the Eeu750m (£590m) 
fund established under the coal 
and steel treaty used to help 


finance another 50,000 job cuts 
which the industry is planning 
over the next three to four 
years, notably in the Nether- 
lands and Germany. 

Discussions with the Com- 
mission are In their early 
stages, but Mr von Hfilsen 
believes the EC has a responsi- 
bility under the treaty to pre- 
vent the sector sinking further. 

However, the restructuring 
could cost Ecu4bn In total, and 
would almost certainly exacer- 
bate the row between the US 
and the EC over steel trade. US 
steelmakers who have to 
finance redundancies them- 
selves would complain vio- 
lently, says Dr Beddows. 

There are doubts too, over 
whether the EC would any lon- 
ger be prepared to intervene in 
the steel industry to such an 
extent as to draw up produc- 
tion and trade “guidelines". 
Whatever the result of the 
Eurofer plea, west European 
steel producers should do what 
they can to stabilise prices by 
helping their east European 
counterparts develop viable 
marketing and pricing strate- 
gies in return for agreed ship- 
ment levels, says Dr Beddows. 


Brazil’s 
reforms 
win praise 
from Gatt 


By Frances Williams 
In Geneva 

THE General Agreement on 
Tariffs and Trade (Gatt) has 
praised Brazil for its sweeping 
trade liberalisation pro- 
gramme, implemented despite 
serious economic difficulties in 
just two years. 

In a report yesterday the 
Gatt secretariat says the trade 
reforms have achieved impres- 
sive results in bringing about a 
marked change of direction in 
Brazil’s long tradition of 
inward-looking policies. 

However, Gatt warns that 
the liberalisation efforts could 
be put at risk by failure to 
tackle domestic economic 
Imhalamwi, including rampant 
inflation, and achieve sus- 
tained economic growth. 

Mr Celso Amorim, Brazil’s 
Gatt ambassador, assured 
Gaft’s governing council dur- 
ing discussion of the report 
that the new government of 
President Itamar Franco was 
committed to the liberalisation 
process. He said the economic 
reforms commanded a growing 
consensus within Brazilian 
society. 

The economic system based 
on import substitution and 
state intervention, under 
which Brazil had built up its 
diversified Industrial base to 
become the world's tenth big- 
gest economy, bad not failed 
but had reached its limits, Mr 
Amorim said. 

Trade liberalisation bas been 
a key element in Brazil’s struc- 
tural adjustment programme 
adopted by the incoming demo- 
cratic government in March 
1990 to stabilise the economy 
and boost industrial efficiency 
and competitiveness. Brazil is 
a leading exporter of coffee, 
soy meal, orange juice, iron ore 
and steel products. Its main 
customers are the US and EC. 

Since 1990 the Brazilian gov- 
ernment has scrapped almost 
all import restrictions, stream- 
lined trade procedures and 
slashed tariffs, notes the 
report. Remaining restrictions 
in the informatics sector are 
due to end this month and by 
mid-1993 tariffs will average 
just over 14 per cent against 41 
per cent in 1969. 

“A highly restricted and reg- 
ulated trade regime has been 
changed in a relatively very 
short time Into one largely free 
of quantitative restrictions," 
the report says. It has thus 
become considerably more 
transparent and less discre- 
ticmaiy”. 

However, the Gatt secretar- 
iat says price and exchange 
rate stability, and sustained ' 
economic growth, are “a neces- 
sary condition” for consolida- 
tion of the reforms. “Failure to 
control inflation, to revive eco- 
nomic activity, and to tackle 
rising unemployment, would 
increase the political odds 
against the success of the liber- 
alisation experiment ” r 
Though the recent debt 
restructuring agreement 
signed by Brazil with commer- 
cial banks “should ease some 
of the pressures on economic 
management", inflation is still 
running at over 20 per cent a 
month while sluggish eco- 
nomic activity in recent years 
has cut real incomes. 

The report adds that Brazil's 
membership of the Southern 
Cone Common Market (Merco- 
sur) cannot provide a substi- 
tute for a successful conclusion 
to the Uruguay Round of 
global trade talks, which would 
Improve Brazil’s access to mar- 
kets in industrial nations for 
its exports. 

Many of its principal exports 
are affected by trade restric- 
tions in foreign markets, while 
dumping of form surpluses by 
the major traders is preventing 
Brazil from expanding agricul- 
tural exports. 

The country’s trading pat- 
terns make it likely to benefit 
more from multilateral liberal- 
isation than from bilateral or 
regional groupings. 
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RACE FOR THE WHITE HOUSE 


Bush election 


The battle for electoral college votes 


Sowca "The Means*. Ihs news wiw* 
of American PeGtal Nttwttk Ine 


cruise sails 


perilously 


near the rocks 


CSnton leads not only 
hi ttadhtaiafly 
Democratic states 
like Washington and 
Oregon, and in more 

marginal Colorado, 
but even in 
Republican 
strongholds Arizona 
and Idaho, which 
gave Bush more than 
60 per cent of their 
votes hi 1988. Most 
importantly, the 
economic recession 
in CaBomla appears . 
to have given Cfttion 
an unasiahabte lead 
in this state with the 
most electoral weight 

in (he US 
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Jurek Martin explains why lack 
of strategy helped to undermine 
the President’s re-election battle 


Bush campaigners 
have all but given up 


hope in llfinote, and 
Cltnlon also appeara 


comfortably ahead In cnBton taads 
the Great Lakes Minnesota 

industrial states of Iowa 

Michigan. Ohio. Missouri 

Minnesota and nrmnifi 

Wisconsin. In JJJJL. 

conservative Indiana. !J* h,Ban 

and out on the prairies OrHO 

of Nebraska and COntoo Inclined 


' California 
‘ L 54 


Colorado 8 R J KansasB Warnin' 
¥ ■■ It 




Delaware 3 


Bash leads 0 

10 Bnb Inclined 

7 North Dakota 3 

11 Nebraska 5 

22 Indiana 12 

18 

21 


New Mexico 
5 j 


mm 


aiDDDiar 


ULXW-I.r& j? TWELVE 

months ago, it 
V A did not appear 
^ that President 
George Bush 
would need 
much strategy 
to win re-elec- 
tion. Riding 
| high in the 
opinion polls 
after the military and diplo- 
matic triumphs of tbe Gulf 
War, with reasonable predic- 
tions of economic recovery for 
1992, and with the leading 
lights of the Democratic Party 
unwilling to take him on, he 
could have been excused for 
anticipating a leisure cruise to 
a second term. 

When things first began to 
go awry - the Pennsylvania 
Senate by-election loss last 
November, the disastrous trip 
to Japan in January and the 
general emergence from the 
warm Gulf hangover - Mr Bush 
and h is advisers still seemed 
more puzzled than worried. 
Then along came Mr Pat Buch- 
anan and his right-wing insur- 
gency. 

Mr Bush seemed torn 
between a compulsion to com- 
pete with Mr Buchanan for 
President Ronald Reagan’s 
right-wing cohorts, who had 
helped him to victory in 1988. 
and treating the polemicist 
with presidential disdain while 
proclaiming the virtues of the 
middle ground. Though never 
a real threat for the Republi- 
can nomination, Mr Buchanan 
succeeded in preventing Mr 
Bush from staking out any 
kind of early strategic position 
beyond proclamation of his 
experience. 

In contrast Governor Bill 
Clinton's long run always had 
a consistent strategic purpose. 
Still pinned to the board in his 
Little Rock war- room is the 
slogan, “the economy, stupid,” 
an admonition to the candidate 
and his campaign never to 
swerve from this central issue. 
From the very beginning there 
was a proliferation of position 
papers on every known social 


and economic policy subject. 
Mr Paul Tsongas, with some 
temporary success, was 
equally explicit 

The second string was an 
equally dear determination to 
rid the Democratic Party of its 
left-wing baggage to make it 
more acceptable to the white 
and suburban vote that had 
gone Republican in droves in 
tiie last three elections. 

This meant not only winning 
primaries but also handling 
the traditional party power 
bases, organised labour and 
the Rev Jesse Jackson, the 
black leader, in such a way as 
to make it clear that the candi- 
date was beholden to neither. 

Simultaneously, as Mr 
Bush's team of advisers was 
increasingly seen bickering - 
with Mr Sam S kinne r making a 
hash of the pivotal post of 
White House chief of staff - the 
Clinton core was toughened 
and united by the adversity of 
all the stories about the candi- 
date's private life. 


Perot 
streaked 
across the 
springtime 
political sky 


Amid the debate over vice 
president Dan Quayle’s pres- 
ence on the Republican ticket, 
Mr Clinton defied the conven- 
tional wisdom by choosing 
Senator Ai Gore, a man of his 
own age and beliefs and from 
the same part of the country. 
Consistency was successfully 
portrayed as a virtue and the 
Democratic convention in New 
York in July was a display 
case for the candidate’s cen- 
trism, run with an efficiency 
once typical of Republicans. 

Mr Ross Perot streaked 
across the springtime political 
sky, potentially upsetting all 


political calculations. But he 
disappeared abruptly in July, 
only to resurface with a month 
to go. An eye-catching perfor- 
mance in the first debate has 
reignited interest in his inde- 
pendent candidacy, but almost 
certainly not to the point that 
he could win the White House. 

The sudden surge from last 
to first by Mr Clinton in July 
put the Bush campaign very 
much on the strategic spot, not 
least because Mr Clinton 
refused to sit on his new lead. 
The immensely successful 
post-convention bus tours of 
the mid -west and the farm 
belt preserved momentum at 
precisely the time four years 
before that Mr Michael Duka- 
kis took a holiday and squan- 
dered his. 

If New York in July was Mr 
Clinton’s apex, Houston in 
August was Mr Bush’s nadir. 
Patently npeHing to reclaim the 
miririte ground, his ramp ai g n 
allowed the fa r right to domi- 
nate the convention with its 
exclusionary do gma. 

Mr Bush may actually have 
given a better acceptance 
address than Mr Clinton a 
month before, but the mes- 
sages from Houston were domi- 
nated by the apocalyptic warn- 
ings of religious, social and 
cultural wars pouring from the 
mouths of Mr Buchanan, the 
Rev Pat Robertson and Mrs 
Marilyn Quayle. 

Deprived of a convention 
“bounce," Mr James Baker, 
bade in the White House sad- 
dle, was left pretty much devis- 
ing strategy from scratch. Ini- 
tially, this involved some 
serious attempts to differenti- 
ate the president’s economic 
philosophies from Mr Clinton's 
but, as this too failed to take 
hold, the approach became pro- 
gressively negative, first with 
assaults on Mir Clinton’s record 
in Arkansas and later with the 
scarcely veiled suggestions 
that he was unpatriotic and 
even a coward. 

Even some traditional 
Republican advantages - such 
as finance - became less over- 
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Whle the South 
continues to vote 
Democratic to 
congressional 
elections, its 
presidential votes 
have been soSdly 
RepubEcan in recent 
years. But 
southerners CSnton 
and Gore stand to 
win their home states, 
Arkansas and 
Tennessee 
respectively. They 
also hold leads In 
Oklahoma, Georgia, 
Kentucky and even In 
‘ North Carolina. Bush 
is lighting to hold the 
Texas and Florida. 
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Liberal New York and 
Massachusetts 
remain firmly m the 
CSnton camp, but the 
Democratic canOdate 
has also won leads In 
Delaware, Maine end 
New Jersey, which 
gave more than 55 
per cent of their votes 
to Bush In 1988 .Even 
New Hampshire, 

deeply conservative 
but one of the stales 
hardest hit by the 
recession, has 
deserted Bush. 
CSnton cook! sweep 
the entire region. 


whelming. Both candidates 
receive equal federal funding 
(about 355m each), but the 
Democrats normally find it 
harder to raise money from 
individual and corporate con- 
tributions.However theyraised 
$43J>m from July to September, 
and the Republicans only 
$26.7m. This still left the 
Republicans with a cumulative 
$96 J2m to $69 -8m edge, but it 
means Mr Clinton has not been 
short of funds down the 
stretch, where it matters. 

The electoral map has also 
begun to look less lopsided. 
The last three Republican vic- 
tories were baaed on domi- 
nance south of the 
Mason-Dixon line and west of 
the Mississippi, with a reason- 
able split elsewhere. Tbe Dem- 
ocratic choice of Mr Clinton, a 
border southerner, threw down 
a gauntlet in the Republican 
heartland. 

Mr Bush has never been very 
popular in California, carrying 
it only narrowly in 1988! Now 
it seems long gone, Texas and 


the deep south look fragile and 
the mountain states, with their 
own brand of rugged indepen- 
dence, are unpredictable. Thus, 
Mr Bush must do much better 
than he had any reason to 
hope in the industrial mid 
-west in order to have a 
chance. That is a part of the 
country where, as California, 
the recession has bit deepest 
The US is now a very frag- 
mented electoral market and 
endorsements matter much 
less than they used to. Voter 
participation remains low, 
especially among minorities, 
which tends to help Republi- 
cans. This year only Mr Perot 
can be said to have generated 
real enthusiasm, but, with the 
possible exception of the Chris- 
tian right it is tbe Democrats 
who have been conducting the 
more effective registration 
drives. Also, while holding on 
to liberal Democratic constitu- 
encies, Mr Clinton has secured 
some transfers of allegiance 
from the . traditionally solid 
Republican corporate sector on 


Wall Street and in Silicon Val- 
ley. 

Powerful lobbies, like the 
National Rifle Association and 
the various ex-servicemen’s 
groups, have been less public 
in support of Mr Bush than is 
usual. One, the Veterans of 
Foreign Wars, made the firing 
of a cabinet member a condi- 
tion for its backing. Mr Bush’s 
refusal to go the last mile in 
supporting the Brady bill, con- 
troDing hand-gun sales, led to 
a very belated and lukewarm 
endorsement from the leading 
policemen's association. 

There is a widespread 
assumption that the largest 
single voting bloc - women - 
have sharply turned against 
the president, because of his 
opposition to abortion, family 
leave and other issues of 
importance to women, not 
least the provision of economic 
opportunity. It is not a coinci- 
dence that of the record num- 
ber of 11 women running for 
the Senate this year, 10 are 
Democrats. 
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David Butler sees little chance of a John Major factor rescuing Bush 


Poll result expected to prove decisive 


By David Butler 


THE vagaries of the Electoral College 
make presidential elections seem 
more decisive than they really are. 
Even in the closest of the 12 post-war 
contests, the winner was a clear 57 
ahead in tbe 538 member electoral col- 
lege. 

On average the margin of victory 
has been 267 - a landslide of more 
than two to one. This has been in 
spite of the fact that the average lead 
in the popular vote has been under 10 
per cent and there have been four 
close calls out of 12 - 1948, 1960, 1968 
and 1976, 

The reason lies in the surprising 
uniformity of electoral behaviour in 
the US. In 1988 only Utah and the 
District of Columbia were more than 
10 per cent away from the national 
result. More important, seven of the 
eight largest states had a vote that 
was within 3 per cent of the national 
figure. To adapt the old Maine adage. 


as one state goes, so go the rest. 

However, the fact that the votes in 
each state are always cast en bloc 
means that tbe candidates focus their 
attention on the large states. The 
three electoral college votes of Dela- 
ware or Wyoming are most unlikely 
to decide tbe outcome. But the 54 
votes of California or the 32 of Texas 
could easily settle a close race. 

The electoral college does offer the 
possibility of a perverse result In 1876 
and 1888 the candidate with fewer 
votes actually won. It would always 
be theoretically passible for a candi- 
date who lost in half the states by 
large margins and won tbe rest by a 
haft’s breadth, to win with only 40 per 
cent of the popular vote. But the law 
of averages rules that out 

In recent elections any one who 
secured 49 per cent of the popular 
vote could be assured of a majority in 
the electoral college • even though 
there does seem to be a slight Repub- 
lican bias In the system: 495 per cent 


of the popular vote would usually 
have given victory to their candidate. 
However the chances of the loser in 
popular votes emerging as President 
are very smalL 

The US is thought to have two- 
party politics. But in every recent 
election ten or more presidential can- 
didates have appeared on the ballot. 
rang in g from liberation to Commu- 
nist 

This year the Mahareshi's Natural 
Law party has joined the gaggle of 
no-hopers who together will share less 
than i per cent of the vote. However, 
in the half century before Ross Perot's 
interventon there have been four 
third party candidates who have been 
taken seriously, at feast as spoilers. In 
1948 Harry Truman faced rebellion 
both from the Dixiecrat right of his 
party and from the fellow-travelling 
■left, in 1968 George Wallace offered 
the most substantial of segregationist 
challenges and in 1980 John Anderson 
supplied an honourable centrist alter- 


native to the inadequacies of the 
major party contenders. But all these 
at te mpts to buck the system faded as 
the campaign advanced, brin g in g the 
real choice to the voters. 

In theory the Perot intervention 
could decide the 1992 election; in prac- 
tice this is most improbable. On cur- 
rent opinion polls Perot will not top 
10 per cent - 5 per cent is probably 
nearer the mark. His vote will be 
drawn from both sides, hurting Bush 
more in the South (particularly in 
Texas and Florida) and Clinton more 
in California and some of the indus- 
trial states. However, the net differ- 
ence in any state is unlikely to exceed 
2 or 3 per cent; since it will work both 
ways, the chances of its being decisive 
nationally are very low. 

Inside the Beltway at least. Republi- 
cans are looking to the British anal- 
ogy. They are imitating the Conserva- 
tive tax advertisements of last March 
and they are dreaming of the late 
surge that, allegedly, snatched victory 


for John Major from the Jaws of 
defeat 

They also hope that the opinion 
polls may be as systematically errone- 
ous across the US as they proved to 
be in the UK. 

There is little evidence to support 
such wishful thinking. Tbe veteran 
George Bush is not not the new 
arrived John Major. The historic bag- 
gage of the Democrats is much lighter 
than that carried by the Labour 
Party. 

Late swings can happen. In 1948 it 
seems that one did save Harry Tru- 
man. In 1980 another gave Ronald 
Reagan bis lan dslide. 

Therefore, with 19 days to go the 
pundits are keeping their fingers 
crossed. But at the moment there Is 
nothing in the opinion polls - and 
certainly nothing in the electoral sys- 
tem - which can offer substantial com- 
fort to the Republicans who want to 
believe that George Bush can pull off 
a John Major. 
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Clinton landslide? 
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If each slate votes 
on November 3 as 
these pods suggest 
they could, Clinton 
wotdd take at least 
37 stales plus the 
District of Columbia, 
with Bush winning 
In only 12 or 13 
states.TWs would 
translate Into a 
landslide hi terms 
of the 536 electoral 
college votes: 
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Clinton leads 124 
'Clinton inclined 3 


Inclined to camMates but only 
within statistical margir? of error 


Mr Clinton’s identification 
with local Democratic candi- 
dates seems much closer than 
Mr Bush’s to Republicans. In 
states like California and Illin- 
ois, with popular women Sen- 
ate candidates, the benefit to 
Mr Clinton may be consider- 
able. 

In general, the prevalent 
anti-incumbent mood does not 
now seem to threaten Demo- 
cratic control of Congress and 
Mr Bush’s attempt to blame 
everything on the those run- 
ning the le gisla ture simply has 
not taken hold. With 57 current 
Senate seats, the Democrats 
are now openly talking of end- 
ing up with at least 60, which 
happens to be the majority 
needed to invoke ** cloture" and 
push legislation throngh. 
There win be many new fares 
in Congress • perhaps more 
than in any post-war election ■ 
but (heir party loyalties and 
their legislative agendas 
remain obscure. 

The ultimate Republican tac- 
tical weapon has been to try 


and repeat the success 
wrought by negative advertis- 
ing in 1968. Mr Clinton is, on 
personal grounds, an unusu- 
ally vulnerable presidential 
candidate. But what worked 
four years ago has been less 
effective this year. The Conser- 
vative Party’s campaign tactics 
in Britain this spring have 
been the model for the Bush 
Republicans, but it is not 
always automatic that political 
tactics import easily. In partic- 
ular the absence of the late Mr 
Lee Atwater has deprived Mr 
Bush's effort of an instinct for 
the jugular. 

In the last analysis, however, 
the strategic and tactical fac- 
tors cannot by themselves win 
an election if the country has 
lost sympathy with the charac- 
ter of a candidate, incumbent 
or otherwise, or if the great 
common denominator, tbe 
economy, hag turned sour. 
This was the great lesson-of 
1980, which 1992 in many 
respects now resembles. 


Perot defies 
history books 


By Jurek Martin In 
Washington 


R OSS PEROT is not a 
typical independent, or 
third-party, presidential 
candidate. 

He springs from no party, 
cannot be said to have created 
his own other than informally, 
did not hold a convention and 
has no defined regional base, 
other than possibly in Texas - 
all characteristics of most of 
those who have previously 
sought to upset the establish- 
ment applecart 
There is always a small mul- 
titude of such candidacies on 
the ballot Mr Perot is on the 
ballot in every state, as is Mr 
Andre Matron of tire Libertar- 
ian party, a fixture in almost 
every state since 1976. Others 
have qualified in less than the 
full complement 
The most successful this cen- 
tury was that of Theodore 
Roosevelt the former Republi- 
can president in 1912. His Pro- 
gressive, or Bull Moose, party 
won 27 per cent of tbe popular 
vote, behind. Woodrow Wilson's 
just under 42 per cent but 
ahead or the official Republi- 
can candidate, William Taft, 
with 23 per cent He carried six 
states and won 88 electoral col- 
lege votes, compared with Mr 
Wilson’s 435 and Mr Taft’s 
eight 

hi 1924 Robert LafoUette. a 
former Democrat also under 
the Progressive banner, pulled 
in over 16 per cent but carried 
only his native Wisconsin. 

In 1968, Governor George 
Wallace of Alabama, ai«> a for- 
mer Democrat, headed the 
American Independent party, 


got 13.5 per cent of the vote 
and carried five southern 
states with 46 electoral college 
votes. 

In 1948 Strom Thurmond, 
campaigning as a States Rights 
Democrat, but later a Republi- 
can, won only 2.4 per cent of 
the popular vote but won four 
southern states and 39 electors. 
Henry Wallace, FDR’s , vice 
president from 1941-45 and the 
Progressive candidate that 
year, got only 12,000 fewer 
votes, but won no state. 

In 1980 John Anderson, the 
former Republican congress- 
man and official Independent, 
scored 6.6 per cent but won ho 
state. 

No third party or indepen- 
dent has taken the presidency,' 
but both Theodore Roosevelt 
and George Wallace won 
enough to determine who (fid, 
since both had been identified 
with one of the two main par- 
ties. 

Though the electoral college 
were wider, Wilson’s 
4L84 per cent and Rfefcam N2x- 
°n’ s 43.42 per cent in 1968 are . 
toe lowest popular vote scores 
for a successful candidate this 
century. John Anderson hurt 
Jbnray Carter in 1980,- hut not 
enough to bridge the gap tfith 
Ronald Reagan. . ■ 

.Most independent 
cies wither as election day : 
approaches. Mr Anderson,, for 
example, once enjoyed 20 -per ; 
cent- pi us ratings in midsum- 
mer opinion poHs. ; '« - 

But history again is no nse- 
nil guide in assessing Mr Perot 
because he started to- ran, then 
quit, and only got back in with 
a month to go. 
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RACE FOR THE WHITE HOUSE 


Wall Street convinced Clinton will triumph 

Patrick Harverson attempts to pick out likely winners and losers if the Democrats are elected 


, IT may have taken 
them a Ions tine to 
come round to the 
idea of a President 
i Clinton, hut Wall 
Street’s economists, 
analysts and fund 
managers are now 
convinced that the 
Democrat governor 

. from Arkansas will 
triumph -on November 3. 

According to- a survey published 
this week fh Barron's, the US busi- 
ness newspaper, a remarkable 70 
per cent of the investment fund 
managers it surveyed believe the 
Democrat would win the presidency 
next month. There is an equally 
firm consensus among economists 
and analysts about the election’s 
outcome. 

Now that Waif Street believes Mr 
CUnton will win, there has been a 
scramble to Identify the financial 
assets that could benefit most from 
a Democratlc-controlled White 
House. 

On a macro level, economists 


expect that the economic pe minium 
will swing from deflation to higher 
growth and inflation under Mr Clin- 
ton, and are warning investors to be 
ready to make a significant asset- 
allocation decision; to switch from 
bonds to stocks. 

Mr Steven Resnick, senior invest* 
wait strategist at Cowen, a New 
York securities firm, believes 
strongly that stocks will do better 
than bonds: “Clinton mean* more 
reflation than we would have got 
with Bush - it will be the turning 
point in the bull market for bonds.” 

Few doubt that stocks would out- 
perform bonds in a reflationary cli- 
mate, especially given the bond 
market’s aversion to any policy that 
might widen the budget deficit. 
Most economists on Wall Street mis- 
trust the calculations behind Mr 
Clinton’s formula tor halving the 
deficit over four years - a formula 
based on increasing spending, cub 
ting middle class taxes, raising 
taxes on the rich, closing corporate 
tax loopholes, cutting defence 
spending and reducing government 


waste. To bond investors, the for- 
mula spells higher interest rates 
and higher inflation. 

To some extent, these fears have 
already been priced into bonds, 
which have fallen recently on con- 
cerns about Clintonomics. Most 
observers, however, believe the 
market would drop further after the 
election on a Democratic victory, 
and forecasters talk of long-term 
bond yields rising from T£ per cent 
levels to well above 8 per cent 

The stock market has already 
been shedding some tat in anticipa- 
tion of a Clinton win. based primar- 
ily on the instinctive judgment that 
Republicans are better for equities 
than Democrats. Political discount- * 
ing was partly to blame for the 120- 
point drop in the Dow over six trad- 
ing days last week. 

Apart from this the market 
appears to be approaching the idea 
of a Clinton presidency calmly. As 
with the voters, the mood among 
many investors is more anti-Bosh 
than pro-Clinton. “There’s a high 
degree of frustration with Bush - 


he’s not exactly beloved In the mar- 
ket,” says Mr David Shulman, 
senior equity strategist at Salomon 
Brothers. 

Despite that frustration Wall 
Street’s underlying sympathies 
remain with the Republicans. If Mr 
Bush did manage to come back (A 
the ropes' to win there would be a 
collective sigh of relief at the sur- 
vival of the status quo. . 

If Mr Clinton wins, Wall Street 
assumes that the new administra- 
tion, probably supported by a Demo- 
crat-controlled Congress, will try to 
accomplish its main goal - kick- 
starting the stalled economic recov- 
ery - in Sts first 100 days. 

That would involve giving early 
priority to boosting public expendi- 
ture. In such an environment, with 
Mr Clinton proposing spending an 
extra $l33bn (277.3 bn) over four 
years on roads, bridges and trains, 
analysts recommend investing in 
companies that benefit from infra- 
structure spending. 

Likely beneficiaries of increased 
spending on public works at federal 


and state level inrimy* big machin- 
ery makers such as Caterpillar and 
Ingersoll Rand, and steel compa- 
nies. Road builders such as Trinity 
Industries, Granite Construction 
and Raster could also benefit, as 
could Manitowoc, which makes 
cranes used in the building of 
bridges, tunnels and port facilities. 

Telecommunications companies 
would gain if the Democrats go 
ahead with their plans to establish 
a “fibre-optic super-highway” across 
the US to link homes, business, lab- 
oratories and classrooms 4n a 
national information network. DSC 
Communications, the country's 
loading supplier of signalling equip- 
ment and the preferred vendor to 
both local and long distance tele- 
communications companies, has 
been widely mentioned by analysts. 

Wall Street believes the educa- 
tional infrastructure should benefit 
from Mr Clinton’s plans to spend 
$63bn over four years. Analysts 
recommendations have included 
McGraw-Hill and Paramount Com- 
munications (owner of Simon ft 


Schuster), two big textbook publish- 
ers. and Apple Computer, which 
dominates the educational com- 
puter market 

The sorry state of the nation’s 
health-care system has been a big 
issue in the campaign, and health- 
care companies and hospital man- 
agement companies, such as US 
Healthcare and Hospital Staffing 
Services, should benefit from Demo- 
cratic plans for more comprehen- 
sive healthcare provision. 

Among retailers, those that ser- 
vice lower- and middle-income shop- 
pers are expected to gain from mid- 
dle-class tax cuts. Wal-Mart, Kmart, 
Costco and Woolworths are three 
such stocks. Conversely, higher 
on the rich might adversely 
affect the likes of Tiffany's and Nie- 
man *■»»«?« which is owned by 
General Cinema. 

E nvi ro n mental stocks are widely 
regarded as good buys with fib: 
Albert Gore, one of the most envi- 
ronmentally-sawy politicians in the 
US. as vice-president. Groundwater 
Technology and Handex Environ- 


mental Recovery have been singled 
out, as have natural gas suppliers 
such as Global Marine and Oce- 
aneering International. 

But what about the stocks to 
avoid if Mr CUnton wins? In the 
most obvious cases, such as the 
pharmaceutical companies like 
Merck, Pfizer and Johnson & John- 
son that could suffer from controls 
on pharmaceutical prices, heavy 
selling in recent weeks has already 
taken the sting out of a possible 
Clinton victory. 

Defence stocks, in the light of the 
Democrat's more aggressive defence 
cuts plans, have also been dis- 
counted, hitting names like Lock- 
heed, Northrop and Rockwell Inter- 
national 

One other stock singled out by 
many as a Clinton loser is Tyco 
Toys. Mr CUnton has hinted he may 
remove the “most-favoured nation” 
trade status accorded to China if its 
human rights record is not 
improved. Tyco is vulnerable 
because 40 per cent of its products 
are reported to be made In China. 



Republicans 
may decline 
to 40 seats 
in Senate 

George Graham attempts to see 
into the new face of Congress 


THE new Congress that will 
take office In January is 
already sure to wear a face 
very different from its prede- 
cessor. One member in six will 
not be standing for reelection 
on November 3. A handfiii of 
House of Representatives mem- 
bers have moved up to tun for 
Senate seats, but most of the 
departures are caused by 
retirement or by defeat in pri- 
mary balloting. 

The Republicans’ anticipa- 
tion that this wholesale change 
would present an opportunity 
to break the Democrats’ domi- 
nation of Congress is fast eva- 
porating. In the Senate, where 
36 of the 100 seats are coming 
up for election, some Republi- 
can organisers had hoped a 
year ago that they might be 
able to break the Democrats’ 57 
to 43 majority. 

Today, the Republicans face 
the ominous prospect of Calling 
as low as 40, a critical level 
because it would give the Dem- 
ocrats the 60-member majority 
required to shut off debate 
through a "cldture" motion, so 
depriving the Republicans of 
the ability to block legislation 
by filibustering. 

Democrats are strongly 
placed to gain two seats, in 
California and Wisconsin, and 
have reasonable prospects of 
ousting Republican incum- 
bents in at least two more 
states. New York and Oregon. 
Pollsters give the Republicans 
only an outside chance of pick- 
ing up two Democratic seats, 
in Ohio and North Carolina. 

In the House, where mem- 
bers. are elected for only two 
years rather than the six-year 
Senate term, the Republicans 
hoped to gain from the 10- 
y early redrawing of congressio- 
nal district boundaries to take 
account of new census data. 

Re-districting alone had been 
projected to cost the majority 
Democrats perhaps up to 40 of 
their total 266 seats. Besides 
faster population growth in 
Republican areas, and the 
likely undoing of some of the 
more egregious gerrymanders 
of 1982, new court Interpreta- 
tions of the Voting Rights Act 
compelled the creation of more 
districts with predominantly 
minority populations. 

This has resulted in the 
drawing of some overwhelm- 
ingly Democratic districts, but 
left the Republicans stronger 
In many others by siphoning 
off blade voters, who remain, 
for the most part, strongly 
Democratic. The Democrats 
are still likely to lose seats, but 
the Republicans have been 
weakening last. Mr Charles 
Cook, a respected election 
handicapper, last week forecast 
a 16-seat gain for the Republi- 
cans, That would leave the 
Democrats In control of the 
House with 252 seats to 182 for 
the Republicans, with one 
Independent. ' 

Congress’s reputation with 
US voters has been unusually 
low over the last year. Mount- 
ing public concern over the 
huge federal budget deficit has 
focused unfavourable attention 
on congressional spending hab- 
its. Many legislators, too, 
became disillusioned and 
retired. They range from famil- 
iar figures like Senator Warren 
Rudman, co-author of the 


Gramm-Rudman legislation 
that tried vainly to keep the 
budget deficit in check in the 
1980 b, to promising youngsters 
like Congressman Dennis Eck- 
artof Ohio. 

Voters who for years had 
split their votes between 
Republican presidents and 
Democratic congressmen, and 
showed every sign of liking the 
idea of divided government, 
began to complain about Wash- 
ington gridlock, a complaint 
that President George. Bpsb 
tried to exploit in his re-elec- 
tion campaign. 

Mr Bush's pitch does not 
appear to have worked; indeed, 
if the gridlock is to be broken, 
it cow appears for more likely 
to come about by ending 
Republican control of the 
White House than by ending 
Democratic control of Capitol 
Hill. Many Republican congres- 
sional candidates are painfully 
aware of this, and are busily 
trying to distance their own 
candidacies from the top of 
their party’s ticket 

The Washington Post 
reported this week that only 
two dozen out of more than 400 
Republican congressional can- 
didates had accepted an offer 
to be filmed with the president 
for their campaign advertise- 
ments. 


The Perot 
factor could 
lead to an even 
more radical 
turnover in 
Congress 

One maverick factor in the 
congressional elections is the 
revived popularity of Mr Ross 
Perot. Although few believe 
that he still has a realistic 
chance of winning the presi- 
dency, he could bring to the 
ballot box many who are 
inclined to vote systematically 
against the incumbent, of 
whatever party. 

That could lead to an even 
more radical turnover in Con- 
gress’s membership. 

Whatever happens, the new 
members are already certain to 
include a great many more 
women. The new Senate could 
boast as many as seven women 
Senators, mote than double the 
current tally; in the House, the 
number of women members 
should rise by a minimum of 12 
from the present 29. But new 
members may not serve as 
long job their predecessors. Vot- 
ers la 14 states will see an their 
ballot papers referendum ques- 
tions on whether to limit the 
number of terms a legislator 
may serve. 

Colorado has already Intro- 
duced term limits, but a ballot 
measure in Washington state 
was narrowly defeated last 
year, thanks in large part to 
the campaigning of Mr Tom 
Foley, Speaker of the House 
and congressman for eastern 
Washington since 1965. Term 
limits now seem to be winning 
support of around 70 per cent 
in most states where the issue 
is on the ballot 
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such as tax credits to rftrat-flma hpme .buyera.epd targeted 
investment subskfiae. ? .. ... 

A dv oc a tes an a mendme n t tofoe C o n s fi fatfpn nuuniattng ■ 
a balanced federal budget. ’ *; \ j : ‘ : \ tr i ' ’ • 

‘A£d s*rt* to strengthen the economy through marital- , 
oriented soda! reforms, such as thepromofloo of -.greater . . ■ 
comp etiti on to control health cam Costs ahd ratsg . 
educational s ta ndards and the creation Of tax-free - ' ~r. 
“enterprise zones!’ to regenerate fester cit i es. However, toe 
Ideas are moattys tola response to Democratic pany;.~ 
pro p osa te- . 


Defence: Seeks maintain 
strong ternary; citing S80&n 
from Bush 1 * five-year- 
| $i ,420bn defence budget " 
wrtajee 

i^urope. Bacte«»)pteHdn of 
Seawo& and . development of 

oeprey., ; '■ • 

Abbffim Suppbftaridttto ' . 

srte.iegeUbortkw, but 1 wants:: 

■ to reduce wrtwrpt-tewdons; 
XtSdrervehouW not have cW*sti t t t -:^ :i..V.; .. ' ■ 4 :>■. 7‘".V 
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for' 


•10BQ levels 

bfoberfoa) 

VwOahda, rtf growth (orests.Tooei 

tnessagpdhis tamfogmate. AlGore- v j. - f ; * ■ v ; 

ffraftiicarK Plans n^ontf heaiattpevtog^pO'iadd ~j <■ 
uteveiste ogveragp.-Rhtotoyers wooid dtoerpro v tda private 
insurance or pay |nfc> state-run echem* Bfesy^raeffoeo ' 


Tredte.vyatesto'movfl aggressively to opeofomkm marW ; 
od^k>rsfoitoe<S^»r3OT‘totoeb4;erKioreesNa82ubqt-' 
■wants jeh^nd en vtn xg >e tttal pnticaoris-v ■-•= \ 

'Ecqnoniy . - C y. y : -x:. i ; -= 

Advocatefl. a change of «conooifoocntee4n)eofvii^ • '}•! 

I jMtar coiflgittTpqnt to f nvaetnte i u lrt peopte^a n>oreactiwe- 
rote fwqovwtimwttetd a (aker tax system. ; J 
1 : Supports free e rt t erprfefrbtit atgues BtMg owOato i Otcan ' 
do nwfo to create s fwH M tfa t ti e c tinwtefo cgrp W au. 
Prop o a— Wi addMonrt CtttopptfodeteJbweatwenthi. - 
ertocatfon.bafohWWtolnhwtiwstoBovBrihenextfoqr . 
years, s mom active mdustrid poftcy^n teca^e the switch : 
from defence to cMBm-produdSon, and ItoM refooto of r .y: 

ih* heaHti care and mMaresystam • • - - 

Advocates modest lax cuts fat m fddt# fntnm r f tenfifee. 
as a way of compensating M tax cota dirt favoured th* .v . * 
rich Jo the 1980s. WouWpayforthese.feformahy raWiig ; 
turns on the iop2 per cent of earners, by ctenping down '■ 
on tax avoidance by foreign co^d)i»*«iMtby cutting.- . . -.. 
toeasential federal speot&rg, Haapfedgad tojwfvebudgel 
deficit fay 1996.: - ;-h . . VV.'-.'.. : 

Critic* say the dan lacks fiacail raaSwp anttamiaagea ■■ . 
'too big a rote for govemmrait Ht^ter lexeson topearoers 
and forel^ compentes me un8 tely to ytekl as muctr < . r 
revenue as projected, while sodai informs 7-such as „ • 

guaranteed health Insurance tor rff -may prowMore^ 
costly than expected. 


Defaoce: Waote to cut at least 
$40bn from Bush defence 
-budgte over next five yens, 
rtmfriattng rmflesfrom the 
Com Wai^nks the B2 bomber 
and Soawoff, Wants Europe 
and Asia to pay SI OObri more •• 
of ihe cost of colective 
security. • : • 

' Aborflprc Supportswoman's 
Tf^hto choose. Barts federal . 
fiixfing of abortions tor poor - 
women, but rtw tof education 
artooouroeMrgtoiedurtiaewwied p regttent^ - 

Swlwwmahl: fatemaecfln m fe tocenaves rather Pian 
jegptoflortetoachtewanrtqnn te ntal g oaife. Watesto end 
subsidies for tertBdgitantf en v froiwie n tatjy. desmicitye mMng 
eoi acfrvgttes, Vfogtd nfoepefroi tax fay .10 dents a year 
fornexf five ye are. ’■ • t '. • 

f i eett hem ; Watts short tarmcostoax^bme^ nto . 

prevtetovernaAtoBptooratento^SeekSnBflonathafl ^ - 

toovetseetong-t^refpnftJdefudtaBw^ . 

traidnWfrs toend rfistinctJdnbtavireen fed “H^>'pc6fcsof 
defence aod< 

: and Jobs; 1 

JlOm otertfopbWcs" na^tonegoOtoora.’ 

Economy 

p^tommunest^federtodefotitoereUrarortcauseoif 
DSeconmsic problems mid proposes, unfike other . 

’ caacBdatoa, swingeing cuts to spancfcig and increases to 
foxes hopes; to afimhiate the defieft by 1998, . 
Theory ^ to that tough notion to redued th* dsfcfrwotdd 
rates foe national Savings rate, ste m mo te capital ^ 
-investment and thus boost producthfttygrowth and living 
standantei- '' 1 - ’ l.-. - - ' i- • 

; ; Asks ea eeciiooa of aodety to m^m somffices. 7bp rich 
Would haveto p^yht^isr rates cS tocomstax wdtace a.--> 
capon mertgsps Irttorost deduc&wa. Workfogfa ntite : ; 
wpuftf fowshaip Increases. In pfM and tobacco fans, . 
ilbny.efeJeriy people woirid have fopsy more for federal 
*heaBh irera and face fi^har taxes ot> pensions. Employer 
heatih schemes would to taxed raoro. . 

.Wbtifcf ftiere eee ap enrfton on a few budget terns, 
ftdudfeg resssarch and deva top men t and tovestment 
.tocdntiws^ Overall budgrt cartes estfented at rtxxit - 
$760booVto five years, 

■ • - Ifeny 'econofoisteteiye appfeuded thetdu^i measures 
to'rsg^d control of the fedarti budget, aBhobgh some fear 
thfo deflett reduction Id this speed would rfek.plunging foe 
economy into a slump. 


A party 
marches 
on its 
money 

By George Graham 
In W as hin g ton 

THERE is one election-year 
battle that the Republican 
party has usually won by this 
stage in the campaign: the bat- 
tle to raise money. 

Yet the comfortable flow of 
funds to the incumbent. Presi- 
dent George Bush, has slowed 
to a trickle in recent months 
and the Republicans find them- 
selves is the unaccustomed 
position of having less money 
in their campaign chest than 
do tiie Democrats. 

In July-September. the Dem- 
ocrats raised $43 .5m in cam- 
paign contributions, according 
to the public interest watchdog 
Common Cause, compared 
with only $26.7m for the 
Republicans. 

The presidential candidates 
of the two main parties receive 
$55m each from the federal 
government, in return for 
accepting limits on their cam- 
paign spending. On top of this, 
each party can raise $10m in 
personal contributions of up to 
$20,000 apiece. 

The Democrats had already 
raised their $10m for Governor 
BUI Clinton by the end of 
August; the Republicans had 
only raised $2.4m by mid- 
September. 

However, parties can get 
around these limits by the use 
of “soft” money, which is not 
used directly for the candidate, 
but for more general ends such 
as voter registration drives and 
party advertising. 

Soft money can include 
major corporate donations. 
Tobacco companies such as 
RJR Nabisco, which has 
hedged its bets with big gifts to 
both the Republicans and the 
Democrats, are big donors. 

One additional effect of the 
Republicans’ cash shortfall is 
that, with less than three 
weeks to go before the election, 
Mr Bush still has to devote a 
substantial portion of his time 
to fUnd-raising events, whereas 
Mr Clinton can concentrate 
solely on campaigning. 

Mr Ross Perot, the Texas bil- 
lionaire ru nnin g as an indepen- 
dent candidate, will receive no 
federal money, so is not bound 
by any spending limit 
He announced his with- 
drawal from the election in 
July but spent about $7m, 
almost entirely from his per- 
sonal fortune, keeping his can- 
didacy alive before deciding to 
relaunch his campaign at the 
end of September. 

Since then, he has spent 
heavily on national television 
advertising. 

Efforts to reform Congressio- 
nal campaign financing laws 
foiled this year when Mr Bush 
vetoed a bill backed by the 
Democrats, which would have 
introduced a system matching, 
in some respects, that used for 
presidential campaigns, where 
candidates would receive par- 
tial federal funding in 
e x cha n g e for voluntary spend- 
ing limits 

The average cost of a victori- 
ous House of Representatives 
campaign rose to $400,000 in 
1990, and a Senate seat cost 
nearly ten times as much. 
Reports to the Federal Election 
Commission so far this year 
sugget candidates are spend- 
ing much more to get them- 
selves elected on November 3. 

The idea of a cap on cam- 
paign spending meets much 
voter support, but any limit 
can only be voluntary because 
the Supreme Court has ruled 
that mandatory limits would 
infringe a candidate's constitu- 
tional right to free speech. 
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UK- MINE CLOSURES 

Customer’s imports set to soar 



Action call- Arthur Seargill, president of the National Union of Mtoewtwkers, calling on miners 
yesterday to demonstrate at pits due to be dosed. Speaking at a onion conference in Sheffield, 
Hr Scargill said a strike ballot would be held to protest at the “butchery* of the Industry. 


Government pledges to press on 


Canary Wharf 
sale faces delay 


By David Lascolles, 

Resources Editor 

ANGLO United, British Coal's 
second largest customer after 
the electricity generators, will 
have to increase its coal 
imports from 100,000 tonnes a 
year to close to Im tonnes 
because of the pit closures. 

Mr David McErlain. the 
chairman, said yesterday that 
executives tVom his company 
would be visiting Australia 
and South Africa shortly to dis- 
cuss purchases. 

Anglo United owns the Coal- 
ite smokeless fuel company 
and also distributes 3m tonnes 
of coal a year. But a large num- 
ber of the UK mines which 
supply the company are on the 
shutdown list British Coal will 
try to meet its needs, but there 
will be a growing shortfall 
Mr McErlain also said that 
Anglo United had withdrawn 
as a possible bidder for British 
Coal because the severity of 
the cutbacks had left the oper- 
ation too small to be of inter- 
est 

"Eighteen months ago we 
were looking at a business 
with 30 mines selling 50m 
tonnes to the generators. Now 
it is only 20 mines. lt*& sud- 
denly a small industry and get- 
ting smaller.” 

Mr McErlain blamed the 
growth of gas-Bred powo: gen- 
eration for the shrinkage of 
coal, and urged that Prof; Step- 
hen Uttlechild. the electricity 
regulator, investigate it. 

Mr Malcolm Edwards, the 
former commercial director of 
British Coal who left the com- 
pany after disagreements over 
the cuts, is to lead a consor- 
tium which will attempt to 
lease four pits due for closure 
in South Yor kshire : Markham 
Main, Hatfield, Bentley and 
Rnssington. 

Mr Edwards told BBC Leeds: 
“Here we are dealing with 
mines, it has been said over 
and over again, which are 
among the best in Europe." He 
said he had held talks with 
Brian Nichols Associates of 
New South Wales who would 
operate the mines. 

Mr Crispian Hotson, the 
chief executive of Ryan Group, 
the UK's largest private coal 
mining company, said he had 
put a proposal to Mr Eggar to 
split British Coal up into five 
competing companies. 


THE government will press 
ahead with plans to privatise 
British ' Coal despite the 
mounting furore over the deci- 
sion to shut down over half its 
pits, writes David Lascelles. 

Mr Tim Eggar, energy minis- 
ter, said he hoped to present 
legislation to parliament in 
late November, or by Christ- 
mas at the latest 

He said it would be “a long 
road" to privatisation, and he 
did not expect details <tf the 
sale to be finalised until next 
July at the earliest 


Mr Eggar, addressing an 
Institute of Energy conference, 
said four issues would be 
taken into account 

• Safety and health of mine- 
workers most be paramount 

• Reduced energy costs result- 
ing from the cuts must be 
passed to energy consumers by 
the electricity generators. 

• Mining and marketing of 
coal should be kept separate 
from the leasing and licensing 
of exploration and production. 
A new licensing authority 
would be set up which had no 


conflict of interest in award- 
ing licences. 

• The pensions and conces- 
sionary fuel entitlements of 
past and present employees 
must be safeguarded. 

Ur Eggar repeated a com- 
mitment to give management 
and staff the o pp ortun ity to 
have a stake in the business, 
though he stressed that no 
derisions had yet bear taken 
on whether there should be a 
trade an issue of shares 
or a management/employee 
buy-out. 


Currency 

turmoil 

erodes 

optimism 

By Wctiael CassaH, 

Business Correspondent 

CONFIDENCE within Europe’s 
business community has feken 
a tumble in the wake of the 
recent turmoil in the currency 
markets, according to a survey 
conducted by the Confedera- 
tion of British Industry (CBD. 

The survey, reflecting the 
views of 2^00 companies in 
five European capitals, shows 
business optimism has felfen 
in Brussels, Paris 

Roma Activity in the retailing, 
hotels, tourism and construc- 
tion markets has continued to 
fell 

According to the CBl busi- 
ness optimism among manu- 
facturers in the four cities is 
also down. All are looking to 
further reduce their manufac- 
turing labour force over the 
next six months. Madrid is the 
only centre expecting a more 
encouraging outlook. 

The surrey suggests, how- 
ever, that manufacturing out- 
put and investment levels in 
London may rise marginally, 
while production elsewhere is 
expected to decline. 

In the -banking and finance 
sector, optimism was generally 
lower in the face of the con- 
tinuing uncertainty surround- 
ing the currency and equity 
markets. Construction appears 
to be the universal black spot, 
with none of the cities suggest- 
ing improvement was likely. 
Optimism investment pro- 
grammes remain at low levels. 

Mr Stephen Hayklan, from 
the London region of the CBl 
said the survey was the first 
pan-European survey to have 
been published since Black 
Wednesday. "It shows that 
London is not in suffer- 
ing a serious economic reces- 
sion," he Mid 

The retail sector appears uni- 
versally gloomy, with con- 
sumer confidence low and 
staffing levels failing , in Lon- 
don, retailers Hahn they con- 
tinue to be hit by consumer 
preference for paying off debt 
while the downturn in the 
French economy is now hitting 
retail spending in Paris. A sim- 
ilar situation Is reported by the 
retail sector In Brussels and 

Madrid 


By Robert Paston 

CANARY Wharf, the eaat 
London office complex, may 
not be sold to investors for two 
years, whether or not the Jubi- 
lee underground line extension 
to Docklands is bnUL 

That was the warning given 
yesterday by Mr Stephen 
Mamaon, a partner in accoun- 
tancy firm Ernst & Young who 
in May was appointed as one of 
the joint administrators of 
Canary Wharf under UK insol- 
vency procedures. 

No decision, however, on 
whether to build the £1.6bn 
project was taken yesterday at 
a meeting of the government's 
special Docklands committee, 
under the Leader of the House 
of Lords, Lord Wakeham. 

Some government depart- 
ments are arguing strongly 
that the project should go 
ahead, although the Treasury 
still needs to be convinced that 
it should be built 

Mr Adamson said: "If the- 
Jubilee Line is built, we could 
restructure the project [involv- 
ing the sate of all or part of it] 
within two years". 

If the government decides' 


By Richard Lapper 

THE MANAGERS of the loss 
making Feltrim syndicates 
"did not understand the true 
nature” of the reinsurance 
markets in which they were 
active, a Lloyd's loss review 

hire rrmrlniip^ 

The 850 page report, pre- 
pared by a wwnmittRP chaired 
by Sir Patrick Neill QC. was 
sent to Names affected by the 
losses yesterday. It has taken 
over a year to prepare. 

Syndicates 540/542 and 847 
specialised in London market 
excess of loss (LMX) or spiral 
catastrophe reinsurance, in 
which syndicates at Lloyd's of 
London and insurance compa- 
nies reinsured each other's 
exposure to high-level catastro- 
phe loss. 

Between 1387 and 1990 the 
syndicates were hit by a 


against building the line, as 
officials say is likely, Mr 
Adamson cannot say when a 
sale will take place. 

He also said that Canary 
Wharfs 11 commercial banks, 
who have lent £578tn to the 
project, are unlikely to receive 
any repayments until 1998, 
unless an investor can be 
found to inject new funds into 
the project 

“The banks would start to 
get repaid in 1998 ffom funds 
generated by letting the 
estate", he said- "Repayments 
would continue till 2,006." 

Whether or not the Jubilee 
is built, the administra- 
tors will move rapidly to reor- 
ganise Canary Wharfs corpo- 
rate structure. A new company 
will be set up, with the admin- 
istrators as its shareholders, 
which would take control of 
assets. 

The reason for doing this 
would be to give confidence to 
potential tenants that they are 
negotiating with a well-capital- 
ised company. Banks would 
inject funds into this new com- 
pany to ensure that it has suffi- 
cient resources to maintain 
services at Canary Wharf and 


sequence of catastrophes 
which produced Halms “on a 
scale which was without prece- 
dent in insurance history," 
says the report 

Reviews covering the losses 
of LMX syndicates managed by 
Gooda Walker, Rose Thomson 
Young and Devonshire have 
been published within the past 
two months. 

A Name trading on syndi- 
cates 540/542 between 1987 and 
1989 would have faced a loss of 
ova- £73,700, for each £10,000 
traded. 

Mr Colin Hook, the chairman 
of Feltrim Names Association, 
said the report "was a savage 
Indictment of the Lloyd's sys- 
tem. * 

He said the report would 
assist the Names in their cam- 
paign for compensation. 

The report says that Fel- 
trim’s managers and under- 



Canary Wharf: administrators; 
have warned of problems 


provide incentives to potential; 
tenants. i 

If the Jubilee Une is built, f 
the banks have agreed to pro- ; 
vide £30nu of funds to meet • 
these needs over the next three . 
years. Overall, the banks have . 
offered £395m towards the 1 
£l.6bn Jubilee costs. 

Mr Adamson also disclosed ,< 
that the administrators are In.' 
dispute with Chemical Bank, 
the big American bank, about 
the its right to cancel its agree- 
ment to rent 225.000 square feet 
of space at Canary Wharf. 


writers believed that the possi- 
bility of huge loss was remote 
and did not appreciate the | 
scale of loss to which they j 
were exposed. ■ 

Their reinsurance was inade- 
quate. In 1987, for example, 4 
The two syndicates shared a , 
reinsurance programme for the 
1987 account, partially because l 
of cost constraints. > 

Syndicate’s 540/42 reinsur- 
ance programmes was i 
designed to protect dollar expo- 
sures, but the tng losses of 1987 
and 1968 - the UK hurricane 
of October 1987 and the explo- 
sion on the Piper Alpha oil rig 
in July 1988 - produced claims 
that were paid in sterling. 

Mr Patrick Pagan, the under- 
writer of 540/542 told the Neill 
committee that the "whole 
ethos of the syndicates was to 
protect against the big US 
windstorm.” 


Lloyd’s syndicate failed to fully 
understand reinsurance market 




.•"V! 





-Tr. 


v 


V.; 


' • r« 




ELECTRIC SYSTE 



Giving a new spark 
to electric energy. 



Meeting the growing demand 
for energy in congested metro- 
politan areas is more than a 
technical problem. If s also an 
environmental challenge. 
Thafs why we are continually 
working hard to provide safe, 
efficient energy solutions. We 
design and build gaa-lnsulated 
high voltage switchgear to 
provide maximum safety while 
mtnfmtdng space require- 
ments. -This is just one of 
many advanced technologies 
fromAEG. 


AES’s areas of activity: 
Automation 


Electrotechnical Systems 
and Components 


. - Rafi Systems 

■ 

Domestic AppBances 

■ 

Microelectronics 


AEG 


A member of the DbMwBmb Qroup 



Wemdl at Orgatec 92, Cologne. 
October 22-27. 

Hall 12.2, Aisle D/E, Stand 19/20. 






- 'r 


wemdl 


Office 

Furniture 

Systems 



FEEL AT 
HOME 
AT THE 
OFFI C E. 
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Think of your office as a 
business tool. 

Furnished intelligently, it 
can help you get the best 
out of your most valuable 


resource - your people. 
That’s the principle that 
drives WemdL 
Wemdl creates furniture 
systems to create better 


offices. To nuke people 
feel more at home, more 
ready to give their best. 
To make yuur working en- 
vironment work. For you. 


Wemdl Office Furniture Systems 
Georg- Aicher^Stu&t- 7, 

8200 Rosenheim^ Germany ' 
Tel.: +49.8031 243 , • ; v ; 
F«c +49 8031 246, ‘ ' . . . ; ! . 
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BR, London 
Transport 
fares rise by 
up to 8.5% 

by fUctard Tomkins, 

Tr«i«port Correspondent 

BRITISH HAIL and London 
Transport triggered angry pro- 
tests yesterday by announcing 
. government-approved fare 
. rises averaging 7.5 per cent on 
' BE and 7 8.5 per cent bn LT, 
- . more than double the rate of 
Inflation. 

31m increases, from January 
3. come as private sector busi- 
nesses arc having to moderate 
or forego price rises in an 
attempt to keep business in 
the face of the recession. BR 
and LT are able to impose big 
increases because many of 
their passengers, particularly 
commuters in London and the 
south-east, have no alternative 
means of transport 

As In previous years, this 
captive market will bear the 
brunt of the Care increases. 
Network Southeast commut- 
ers will pay up to 9.5 per cent 
more for their season tickets, 
while holders of LT Travelcard 
season tickets will pay up to 
10 per cent more. 

Other rail travellers will | 
face Iower-than-average j 
increases because BR is trying , 
to stem the down tur n to lei- 
sure travel 

The Central Transport Con- 
sultative Committee, the statu- 
tory rail passengers* watch- 
dog. accused BR of exploiting 
Its monopoly. 

Major-General Lennox Nap- 
ier, the committee chairman , 
said: -Both Intercity and Net- 
work SouthEast Called to meet 
some of their key quality tar- 
gets in 1991-02, so the decision 
to raise season ticket rates by 
an average of twice the rate of 
inflation is unreasonable." 

Mr John Prescott, Labour 
transport spokesman, said: 7 
"Britain's railways are now ' 
tiie most expensive aid least i 
Invested, with reducing qual- 
ity, of any . developed European 
railway system.” 

Mr John MacGregor, trans- 
port secretary, said: "Both BR 
and London Underground are 
in the middle of enormous 
investment programmes. Much 
of that money comes from the 
taxpayer, but it is only right 
that passengers should make a 
contribution." 


Mercedes executive says sterling undervalued as company increases component orders 

German carmakers raise UK spending 


By John Griffiths 

STERLING is under-valued and 
the British economy under- 
rated according to Mercedes- 
Benz, the German manufac- 
turer of luxury cars. The com- 
pany nearly tripled its pur- 
chases of UK-produced motor 
components last year and 
experts to buy more during the 
1990s. 

Mercedes' German rival 
BMW and the Volkswa- 
gen/Audi group - now 
embracing SEAT of Spain and 
Skoda of Czechoslovakia - are 
also expanding their purchas- 
ing of UK-made components 
and say they, too, expert fur- 
ther growth. 

All three groups say this 
growth would take place even 


without the devaluation of 
sterling following Its with- 
drawal from the European 
exchange rate mechanism. 

Any beneficial effects from 
the devaluation are, in any 
case, unlikely to show up for 
several years because of the 
long lead times Involved in 
granting supplier contracts. 

What amounts to a minor 
vote of confidence by the Ger- 
man vehicle industry in the 
UK components sector comes 
during a week in which Lucas 
Industries, one of the UK's big- 
gest aerospace and motor com- 
ponents groups. has 
announced 4,000 job losses and 
sharply reduced profits. 

But in spite of poor UK car 
sales and weakening Continen- 
tal car markets, Lucas' motor 


components profits were virtu- 
ally unchanged from 1990. 

Mercedes-Benz nearly tripled 
-its purchases of UK-produced 
components last year, to £72m 
from an annual average of 
around £25m. Purchases out- 
side the automotive sector by 
Mercedes' sister companies, 
AEG and Deutsche Aerospace, 
lifted last year's total to 
around £310m. 

This increase pre-dates ster- 
ling's devaluation against the 
D-mark and is due to signifi- 
cant quality and efficiency 
improvements by the UK com- 
ponents industry, according to 
Mr Hans Tauscher, managing 
director of Mercedes-Benz 
(UK). 

“British industry is showing 
itself well able to deliver the 


goods at competitive prices.” 
he said. Mercedes, BMW and 
Volkswagen has each set up 
full-time purchasing offices in 
the UK. Volkswagen/ Audi, 
Europe's biggest vehicle 
maker, also expects increased 
component orders. 

Mr Werner Svetlik, VW man- 
agement board director with 
responsibility for purchasing, 
has told UK component compa- 
nies that they have the oppor- 
tunity to increase sharply the 
£86ra worth of parts they sup- 
plied to the German carmaker 
last year. 

BMW, the most conservative 
of the German carmakers to 
terms of UK component pur- 
chases, is increasing its its 
spend, albeit from a very small 
base. 


Prom DM25m in 1988 it is 
increasing to an expected 
DMSSm this year, with a fore- 
cast further rise to DMl20m 
next year. 

Lucas Industries is one of the 
beneficiaries, having just won 
some of the engine fuel injec- 
tor business BMW once 
reserved exclusively for Robert 
Bosch, the German engineer- 
ing group. 

Mercedes-Benz, like other 
German carmakers, acknowl- 
edges it is benefiting from the 
UK industry's growing ties 
with Nissan, Toyota and 
Honda plants in the 
UK. 

Meeting Japanese cost and 
quality criteria is understood 
to have increased the UK com- 
petitiveness. 


BT fears threat of 
cable competitors 


By Raymond Snoddy 

BRITISH Telecommunications 
(BT), the national telephone 
and communications network, 
is seriously concerned about 
growing competition from 
cable television companies 
offering telephone services. 

Mr Arthur Thompson, a 
senior BT marketing manager, 
has warned staff that up to 
£500m could be lost In residen- 
tial business by 1996 if BT does 
not respond effectively to the 
competitive threat 

The warning was issued in 
last month's issue of Prospect 
an Internal magazine for BT 
marketing staff. 

Mr Thompson argues that 
cable franchises are available 
to 14m BT customers and “will 
put at risk over 60 per cent of 
our residential revenue". 

This, he claimed, constituted 
an even bigger threat to BT*s 
residential business than that 
posed by Mercury Communica- 
tion, the Cable and Wireless 
subsidiary. 

The number of cable tele- 
phone customers is modest but 
the upward trend is dramatic. 

Official figures from the 
Independent Television Com- 
mission show that from the 


beginning of January 1991 the 
number of cable lines has 
grown from 2,224 to 47,902 on 
July 1 this year. 

Many of the large cable 
investors such as Nynex and 
US West are North American 
telephone companies. 

When these overseas compa- 
nies build cable television net- 
works they include the capac- 
ity to run telephone lines to 
households. 

Customers are being offered 
discounts of up to 15 per cent 
on cable telephone services, 
according to BT. 

Ms Nancy Dunsire, a market- 
ing specialist who is co-ordina- 
ting BTs response to cable ser- 
vices believes there is potential 
for substantial loss of income 
is the networks are offered to 
business customers. 

Small and medium-sized 
companies were being wooed 
with promised savings of up to 
18 per cent on thiir phone 
bills, she said. 

"The cable companies are 
highly professional, both In 
terms of their network capabil- 
ities and their marketing and 
rales operations. 

"We can certainly beat them, 
but only if all parts of BT work 
together,” Mr Thompson said. 


Recession hits 

Scottish 

manufacturers 

THE recession has finally 
caught up with Scotland, the 
Fraser of AUander Institute, 
Scotland’s principal economic 
research organisation said yes- 
terday, writes James Buxton. 

The latest quarterly survey 
of Scottish business showed 
almost uniformly bad Indica- 
tors of both economic perfor- 
mance and business confi- 
dence, the institute said. 

The survey, carried out by 
Scotland’s chambers of com- 
merce for the third quarter of 
1992, revealed that manufactur- 
ing companies were now exper- 
iencing falls in sales and 
orders compared with a modest 
increase in the second quarter. 

Manufacturers were running 
down stocks and a majority 
said they were scaling down 
investment in new plant and 
machinery, compared with a 
small majority in the second 
quarter which increasing their 
investment. 

In the construction industry 
orders were declining at an 
even faster rate than in the 
previous quarter. 

The report said hopes of an 
upturn had not been fulfilled 
and expectations for the fourth 
quarter were for a performance 
little better than that for the 
third quarter. 



Ian Lang, Scottish secretary (far right), arrives in Downing 
Street yesterday with his predecessor Malcolm Rtfklnd, as news 
emerged at economic pessimism north of the border 


Britain in brief 

Car output 
rises despite 
poor sales 

The sharp contrast between 
the severely depressed UK new 
car market and the British car 
industry's production levels 
has been emphasised by statis- 
tics showing that car output 
rose by 14.4 per cent in Sep- 
tember compared with the 
same month a year ago. 

The September output fig- 
ures, which included a 25.39 
per cent jump in production 
for export, lifted total car pro- 
duction for the first nine 
months of this year to 962,155 
- 1 . 88 per cent ahead of the 
944,382 produced to the same 
period of last year. 

The statistics, published 
jointly by the Society of Motor 
Manufacturers and Traders 
and the Central Statistical 
Office, showed total car pro- 
duction in September at 
103,738 compared with 90,613 
to tiie same month a year ago. 
Production for the UK market, 
at 42,932; was virtually 
unchanged from the year-ago 
level of 42,120. 


Holiday demand 
likely to fall 

The number of people taking 
an overseas holiday could foil 
next year, despite an encourag- 
ing start to summer 1993 book- 
ings, according to a travel 
Industry survey. 

The survey, conducted for 
Lunn Poly, the biggest UK 
travel agency, revealed that 32 
per cent of those questioned 
planned to take a summer holi- 
day abroad next year. In last 
year’s survey, 44 per cent said 
they planned to take a foreign 
holiday in summer 1992. to the 
event, only 22 per cent did so. 


Gloom grows 
in north-west 

The third regional economic 
snrvey this week has con- 


firmed a sharp downturn In 
sales, pickets and confidence 
among businesses in 
north-west England. 

Liverpool chamber of com- 
merce, which surveys Mersey- 
side, west Cheshire and North 
Wales on a quarterly basis, 
reported a reversal of all pre- 
viously upward trends in 
home and export deliveries 
and orders between July and 
the end of September. 


Water group 
defies watchdog 

North West Water has become 
the first of the water and sew- 
erage companies to challenge 
the request of Ofwat, the water 
industry regulator, to hold 
back next spring's price 
rises. 

North West said it has issued 
a counter notice to Ofwat’s for- 
mal notice two weeks ago, say- 
ing that if it held back prices 
as much as Ofwat had asked, it 
would not be able to afford to 
clean up the Mersey as 
required by new environmen- 
tal rules. 


Venezuelan 
order for GPT 

GPT, Britain’s largest telecom- 
munications equipment sup- 
plier, has won a $22 .6m 
(£12.5m) order to supply pay- 
phones using smart cud tech- 
nology to CANTV, the Ven- 
ezuelan national telephone 
company, privatised last year. 
The GPT Payphone Systems’ 
factory at Chorley In Lanca- 
shire has already supplied the 
first consignment, the final 
shipment is due next month. 


Sales decline 

Sales by builders merchants 
have continued to foil through- 
out the summer as the reces- 
sion to the construction indus- 
try deepened. The Builders 
Merchants Federation said 
sales foil by 2 per cent during 
the three months to the end of 
August compared with the cor- 
responding period last year. 


Radio plan 

The BBC Governors have 
derided to go ahead with the 
launch of a 24-hour radio news 
service on long wave in 1994. 
A p lanning date of April 5 has 
been set 


IT’S EASIER TO ENJOY THE ROAD AHEAD 
WHEN YOU FEEL COMFORTABLE 
ABOUT WHAT YOU’RE LEAVING BEHIND. 



At BMW we believe driving is to be enjoyed. 

And that you'll enjoy a car more when you're 
at ease with the impact It's having on the 
world outside. 

That's why for over twenty years we've 
engineered our cars with advanced computer 
electronics which continuously monitor engine 


performance in a way that reduces fuel con- 
sumption and emissions. . . 

And why we not only dampen sound caused 
by incoming air and outgoing exhaust, but also 
build our engines with special vibration absorb- 
ing components to ensure that a BMW leaves 
only a minimum of noise in its path. 


it's also the reason why we're now con- 
structing our cars with more and more recy- 
clable and non-polluting materials. 

Because we believe the better you feel 
about what your BMW is leaving behind, the 
more youMl.have to look forward to. 



THE ULTIMATE DRIVING MACHINE. 
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A profession at 
the crossroads 

Vanessa Houlder reports on radical changes which look 
set to overhaul the UK’s conservative surveying sector 


A quiet revolution is under 
way in the UK's chartered 
surveying sector. The 
growing pressures on the 
property industry have plunged this 
most traditional of professions into 
a unprecedented period of 
soul-searching and restructuring. 

The forces at work were illus- 
trated by two events yesterday. 
First, the announcement of a 
merger between Clive Lewis & Part- 
ners and Edward Erdman to create 
one of the UK's top seven property 
advisers. 

The other was an extraordinary 
general meeting at the Royal Insti- 
tution of Chartered Surveyors 
(RICS), the profession's ruling body, 
which agreed proposals to allow 
chartered surveying firms to 
appoint partners from outside the 
profession. At present only firms in 
which all partners or directors hold 
BIOS' q ualifi cations may call them- 
selves chartered surveyors. 

This radical proposal was 
designed to allow chartered survey- 
ing firms to improve their manage- 
ment and services, by permiting up 
to a quarter of their partners or 
directors to be drawn from other 
professions such as accountancy 


architecture, economics and plan- 
ning. The proposal would also halt 
the decline of the term "chartered 
surveyor", since a greater number 
of the Large practices which already 
have non-surveyor partners would 
be allowed to use the name. 

Neither of yesterday's events 
were isolated incidents. The cre- 
ation of Erdman Lewis Interna- 
tional from the merger of Edward 
Erdman and CHve Lewis is just the 
latest in a series of recent tie-ups. 
de Groot Collis. 


Vigers, Baker 
Harris Saunders 
atirf Richard Finis 
have found part- 
ners in Chester- 
ton, Grimley JR 
Eve. Herring Son mhmm 
& Daw and Hep- 

per Robinson respectively; Deben- 
ham Tewson & Chinn ocks and 
Bernard Thorpe are the latest to 
announce merger talks, which if it 
goes ahead would create the UK’s 
largest surveying firm. 

Similarly, yesterday’s vote on 
RICS' rules was the latest in a 
series of structural reforms in 
which the body has attempted to 
become more responsive to the 


Yesterday’s vote was 
the latest in a series 
of radical structural 
reforms 


needs of its members and the indus- 
try. 

Those who argue that change is 
inevitable say that the surveying 
sector is merely following the path 
of other professions, hi the 1980s, 
chartered accountancy firms opened 
up their partnerships to non-ac- 
countants in much the same way as 
the RICS initiative. 

Mr Clive Lewis, who founded 
Clive Lewis & Partners 30 years 
ago, is convinced that the surveying 

: Industry - like 

accountancy fol- 
lowing the spate 
of mergers in 
that sector in 
recent years - 
will become dom- 
inated by a few 
broadly based, 
large, international firms. 

Mr Lewis predicts that the pace of 
mergers is accelerating. The top 24 
firms will be reduced to 16 within a 
year and 10 in three years. 

Some mergers win be a partner- 
ship of equals, designed to give the 
combined entity a better spread of 
clients and markets. More, however, 
will stem from a financially dis- 
tressed firm's bid for survival. 




Mr Lewis says he was approached 
by 14 firms over the past six months 
seeking a merger. "Most of the peo- 
ple who are knocking on the door 
have sizeable overdrafts, decreasing 
foe income and are staring down 
the end of a barrel. " 

The spate of mergers and the 
reform of RICS are rooted in the 
recession, the most severe in the 
property industry for more than 50 
years. Surveying firms realise that 
they must either offer a fuller, bet- 
ter service to clients, or cut their 
overheads and become a niche busi- 
ness serving a specialist market 

Likewise, the depressed state of 
the industry has given RICS the 
authority it needs to ensure its radi- 
cal proposals are accepted by its 
members. In the past winning the 
support of members has not been 


Surveying the future: left, 
Christopher Jonas, presi- 
dent of RICS, and Clive 
Lewis, whose firm has - 
merged with Edward Erd- 

easy. The RICS leadership was, for 
example, badly bruised in 1989 
when a majority of members voted 
against its recommendation to 
merge with the ISVA, a rival profes- 
sional body. 

Once again, some firms view the 
c urre nt upheavals as a self-serving 
exercise by the big London prac- 
tices. Critics believe the relaxation 
of rules on the ‘chartered’ designa- 
tion will dilute a respected title, 
earned after years of tr aining , 
which differentiates surveyors from 
unqualified rivals. 

But the argument that "if it ain’t 
broke, don’t fix it” that prevailed in 
more prosperous times no longer 
applies. When Mr Christopher 
Jonas, this year’s president of RICS, 
recently made his presidential 
address, he called for the profession 


to "look hard into some of the dark 
corners which past boom conditions 
have allowed us to ignore". 

The surveying industry has to 
acknowledge that its problems do 
not just stem from the recession. 
Deeper flaws in the industry were 
highlighted in a report entitled 
“Market Requirements of the Pro- 
fession”, commissioned by RICS and 
published last year. The report 
suggested that the industry had to 
become better organised and more 
responsive to the market. 

RICS argues that its new struc- 
ture. which has resulted in a shift 
of decision-making to "s kills " and 
"markets” panels, will help address 
these complaints. But some tough 
questions remain. Are the tasks of 
surveyors too wide-ranging, diverse 
and fragmented to be embraced by 
a angle profession? What value, for 
instance, does a surveying qualifica- 
tion bring to the residential prop- 
erty market? 

"We must consider whether we 
can sustain the concept of a single 
profession over the longer haul," 
says Mr Jonas. "It will not be good 
enough for us to find a fudged solu- 
tion now and leave our successors 
with the continuing doubts we have 
inherited." 

Already, it is dear that the next 
generation of surveyors will face 
daunting hurdles. One of the fore- 
most is the challenge beyond its 


borders. Property is ^creas ngly 
traded across barriers. It 
be sufficient for us to continue “ 
operate exclusively on J a domestic 
basis . . .over time we shall just end 
up a minority specialist group on 
the world stage," says Mr J °naf- 

Mr Jonas’s sombre and thoughtful 
assessment should not disguise sev- 
eral notable achievements in recent 
years. Hie industry has been ener- 
getic in its establishment of 
tional networks, for example. While 
some firms have failed, several have 
established enviable reputations in 

foreign markets. . 

While surveyors accept many or 
the criticisms heaped on their pro- 
fession, there is also a sense of frus- 
tration that their achievements are 

not better acknowledged. I Uunk n 

is time the property profession 
started to fight back. We have teen 
hiding our light under the bushel, 
says Mr Lewis, who as vice-presi- 
dent of RICS will succeed Mr Jonas 
next year. 

In any event, there can be no 
doubt that the pressures on the pro- 
fession are intensifying. Only if w 
takes advantage of the downturn to 
question established orthodoxies 
can it emerge from the slump m a 
more competitive state. The chal- 
lenges and opportunities are 
immense, according to Mr Jonas. 
"The profession is at a crossroads, 
he says. 


CAPITAL GROWTH (%) 



Retail 

Office 

Industrial 

All Properties 

Year to Aug 92 

-0.3 

-13.4 

-4.2 

-6.2 

Quarter to Aug 92 

-0.7 

-4.1 

-2.8 

-2.4 

Month ot Aug 92 

-0^ 

-15 

-1.0 



Soon*: Iwraatmant Property Databank 


FOR SALE IN GENEVA 

In Immediate proximity of the banking area 

New, high qualify office building 

including: 

6 basements, ground floor and S floors, underground garage (38 
spaces) 

Usable surface, about 1.900m2 Advanced high tech facilities 

Possibility to rent, with preemption right in case of sale to a thud 
party. 

Ideal for banking premises, as headquarter building or subsidiary 
company. 

For further information and visits: 

GEROFINANCE S.A. 

7, rue Robert-de-TYaz 
1206 GENEVA 
Tel. (0041)+22-347.55.44 
Fax: (0041)+22-347J5150 


CONTRACTS & TENDERS 


IN THE NAME OF GOD 
SUGAR CANE & BY-PRODUCTS 
DEVELOPMENT CORPORATION 
NOTICE FOR EXTENSION OF CLOSING 
DATE FOR PURCHASE OF TENDER 
DOCUMENTS NO: 71/5/8.KH 

This is to notify those interested to participate 
in our Tender No: 71/5/8.KH regarding the 
purchase of two similar pulp and paper mills 
each having a capacity of 177,000 tons of 
writing and printing paper, that the closing date 
for purchase of the above mentioned tender 
documents has been changed from October 8, 
1992 to October 22, 1992. 

Secretariat of Transaction Committee, No 60 

Brazil Ave, Vanak Sq, Tehran - Iran 

Sugar Cane and By-Products Development Co. 


IN THE HEART OF 

GENEVA 


To let: Prestigious 
Building 4700 m 2 
ideal for 


banking premises 

For information: 

AGEPOHNANCESA 

7. oie Robert <J&- free TO). 022/347 56 44 ft 


1206 Geneva 
Fox 022/347 61 SO 


THE GUIDE TO UK 
PROPERTY 


Publication date - 
6th November 1992 
Copy deadline - 23rd October 1992 

This survey will be printed in tabloid format and 
will provide in depth analysis of commercial 
property, ranging from an overview on 
Business Parks through to property in the ■ 
Midlands, London, Scotland 
and Yorkshire. 


For editorial synopsis and advertising details, 
please con tact Wai-Fung Cheung on 
071 873 3574 
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You CAN’T% tfie HOLY FAMILY... 
but yotf 0$N bpy CASA ROGER 



The very last building 
MODERNIST STYLE, 
available in central Barcelona, 
free of tenants, 4.850 sq. m. 

Direct from the owner. w - r . )? : y- *. > 

The President of the owning company will be in London, 16th to 20th October. 

Please ask for appointment at fax 34.3.423.0332 or directly to Dr. J. M. Romani at Strand Palace Hotel (London). Phone: 





836 8080. 


& Treuhandanstalt 

Leipzig Branch 

is offering the 

Pumpen- und Geblasewerk Leipzig GmbH 

KlingenstraBe 16-18, 0-7031 Leipzig 

in the Free State of Sachsen for sale. 


Location.* 

Centre of the western erty district of Plagwitz, 
in the middle of a developed commercial area. 
Direct access to autobahn A 9 Beriin-Munrch 
(exit Leipzig-West). 

Products and Market 
Rotary pistons and turbo tanks, rotary and 
process turbo compressors; leading 
manufacturer of turbos that compress dry 
chloric gas. 

Manufacturing Potential: 

Extensive technical installations and 
machines for manufacturing compressors. 
Installation for vacuum balance wheels and 
rotary spinners (initiation: 1992). 

Employees: 

281 - including highly qualified personnel in 
the areas of design and production. 

Number of employees as of 1 Jan 93: 182. 

Buildings and Grounds: 

34,641 m* f heavily built up with production, 
warehouse and administration buildings. 



Invest in the new 
Federal States erf 
Germany. 

Take advantage of 
ready, developed 
commercial areas 
through the purchase 
of this company. 


Additional information can be obtained by writing to Fax no- (30) 238 64 38. 


LEGAL NOTICES 


MUHCOTT WIDEN A JACOBS LASTED 
pi Ai MMMM w Ba eo Nara t iltf 
KOTC 6 H&E8T OVEH fUM B Sacftn of 

i Ad MMaiMfegll* mgesnd 
rfmeaud atm M ta ttf an 

m ■■ 2 » or m oat* m a va sum m t» 
bami lor M tew I a 


fly Is 
astftMMM.'na 
ib 


itm lre*ra uii o w d pa i 


bKVUalaMM. 
uadbu me o* Bdferf to wta l 
glsf tmm Moot ta na a ba dka Bna rto* 
Ms MB 1200 tan m ba Mom ttay Mm to 
sang Mb* 4Hk « ta Mfctay Cm ta ba M. 
and fa etta taa ban a* stated iad*» mtana 
r Maun and 


HarimaaaihaHML 
omit* at *r rfOdte be 
LJMbaadltH. 


1>« M90LVBMCY ACT 1986 
DMS METAL PRODUCTS UNTTED 
(In oAnMatroltva rawlwatap) 

AND rl TW. MATTES OF TWE INSOLVENCY 
RULES 1666 

hi acoodanca a» ta* 4.VX of to tnaotaangr 
Adas 1980 node, ta hmby Oban rat N- Rudd** 
and A W. J. Uno al ttaaonRhodaa. TTs Grfarta. 
StaSon Rood, Crate* Weal Susm. RHW tHT 
>n appotwd Jett UqJdrtH el ta abow 
~ »» mantes and o*a» on SOU 


CkradHa3C*iday<f 

N.Ftod0*andn.W.x 


Ncmce to cflEorroraro submit clam 
mHEUATTBTOF. 
OiUKSiy GROUP ALC 
MB H THE WTtn Of THE M0LVBCV ACT 1M 

& r SE23SSS , a < 


, d LMom Chate* & Da*. 7 tan** Ftaca. 
WIN 3FF. on mx**ad UyJdttr by U 


tanpoy im aand mm * m*g. <n t nm> 

po*g d*ta.TJ* iqrtMar tan tfmmtaea M rta 
«• (m rata a M danrion » oa*w and M a 
am tot mo dsaa am mate a dahn by la MM 
BMiaaid be Mbdad In twdaafetti 


BBBS BS ati 


Jo Ue Mauar • t 
DoasM Lockhart (IcrUmtad] Lid 
■ . uJ In ttf Matter of 
Tba lanlitaqi Act lMf 
Rsglnuod santaer: SJ3J2*. Natan of 
BbsJmui BaDtfUg Coilnnoti. Trad* 


ESEHsT FOR SALE OR LEASE 


WORLD-CLASS 
MANUFACTURING FACILITY 

340,000 Sq- Ft. on 60 Acres 

• Available in whole or in parr. Accommodation includes 
high quality manufacturing and warehouse space 
along with support facilities. 

• Major European companies have chosen Ireland 
as a cost competitive manufacturing location. 

• Ireland is recognised for its young 
highly-skilled workforce. 


Jones Lang Wootton 


YOUR REPRESENTATION IN EUROPE 

BERLIN ceBtra/RdnfcidutmM -Jacgenuasse oca to Hacada, apposite the 
prospective department store LAFAYETTE - 
finis sod die Friedrichstadi passages. 

GROUND - FLOOR sbex* 620 square metres. From 25 metres, rent ccj inquiry. 

new dneayoor nquiiy to the tuborised business chanceiy R. Altenboger 
Td 088/223341 
Fax 089/223343 


TAYLOR 
ft COMPANY 


'Upon imfevcrioni of PSMp Lana 
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3.7 ACRES PRIME 
DEVELOPMENT LAND 
DRILL FIELD ROAD, 
NORTHWICH, 
CHESHIRE 

Frathald wtali vacant 


Saftabto for both railtkntial 
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BUSINESS FOR SALE 


Sy Order cl 

THE SECRETARY OF STATE FOR DEFENCE 

FORMER VICTORY STADIUM 

Flaihouss Road, Portsmouth, Hampshire 

4.1 ACRE FREEHOLD DEVELOPMENT SITE 

FOR SALE BY FORMAL TENDER 

Terder date: i*arr-. Frlcav Derembe*' ■ '922 


Fuldatals tram sole aponts 



Nil NH «Nm lilt MM IHtll 


8 HARLEY STREET 
LONDON W1 

ELEGANT FREEHOLD 
FOR SALE 
Gross Internal 6,900 sq ft 


CUTHBERTLAKE 

Chartered Surveyors 

9 Stone Buildings, Lincoln's Inn, London VVC2A 3TF 
Telephone 1)71-405 1953 Telex 3952326 Fax 071-405 7553 


FOR SALE - FLORENCE, ITALY 

Modem warehouse and offices, 46.000 sq.ft, 
with excellent access to covered loading bays. 
For information in Italian, ring: 
010-39-2-341823/341787. 

For information in English, ring: 
010-39-337-309524 or 010-39-2-58104269 


ClaaalflcaUoai 23. Data of onoli 
at Atalnlavaiiva Imian: II OanWr 
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Adnhbiniln ncKon: Barclay! Bank 
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CAPE AND DALCLEISK 

HfTECK LIMITED (IN ADMINISTRATION) 
METALPLANT LIMITED (IN ADMINISTRATION) 

G.C.A. UoRPHms and F.F.A. Wessely the Joint Aduimstrators 
OFFER FOR SALE THE BUSINESS ANO ASSETS OF TWO ENGINEERING 
COMPANIES OCCUPYMG LEASEHOLD PREMISES BASED IN STEVENAGE. 

■ Unique market position 

* Advanced composites, machinery manufacture and 
associated light engineering 

■ Confirmed orders £800,000 

* Turnover year to March 1992 £1M 

* Enquiries to be submitted by 23rd October 1992 to the Joint 
Administrators 

401 ST JOHN STREET, LONDON EC1V 4LH 
TEL: 071-833 2333 FAX: 071-8377347 


WIMPOLE STREET, W1 
Superb office building 
4,200 sq.ft 
All modem amenities. 

Long tease for sate 071-499-6050 
Ref: MG. 


VICTORIA SWI 

Period Offices Close to 
Victoria Station From 200- 
3^00 Sq.pt. New Leases, 
Rents from *KL50 psf 
To View Today Tel: 
071 499 0866 


9*900 Sq. Ft. Modern Warehouse 
Acton, London W3 
Short-icrm lease to 20 Man* 1996 , 
Rent £55,000 p.a. Well located. 
Management services could be 
available. Fax: 081-992 4238 or 
Phene 031 992 1114. 

No Acwn PiAva 


BRUSSELS 

Top location 
Office bWg 6500m 1 ■ 
9 Year lease io BELGIAN 

GOVT. 

Tel. 02/375.53.14 
Fax. 02/375.53.06 


l -S-A REAL ESTATE 


Ppportnnitita UwcxighouiU^LA 

Free details oontacc Rcalco. 

PO Box 520217, Logwood, 
Florida 32752, U^A. 

Td: (407) 767-4125(24 touts) 
Fax: <407)330-1996 
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T he debate on top people’s 
salaries in Britain has 
reached such a pitch this 
year that there is an outcry 
every time a company reveals a 
sharp rise in the salary of its chair* 
man or chief executive. 

At present, discussion Is focusing; 
on the disparity between the basic 
salary or performance bonuses of 
several high flyers and their compa- 
ny’s shortterm performance. 

I n st e ad of each rise being con- 
demned out of hand, the debate 
should aow-broaden to include bow 
total remuneration for aH managers 
should be . defined, established, 
maintained and controlled. The goal 
should Be the use of professional 
processes which axe transparent 
and systematic, right through com- 
panies - including the top. 

However irresponsible the bal- 
looning’ salaries of some high flyers, 
we must not get carried away. Such 
people, although very visible and . 
with large, well-known enterprises 
at their command, are relatively 
few in number. 

A recent British Institute of Man- 
agement .survey of both managers’ 
and directors’ salaries, showed that 
the Increases received by the direc- 
tors of small- and medium-sized 
organisations were far more 
restrained than those of directors of 
large companies with substantial 
turnovers. 

In fact, the percentage increases 
of the more lowly-paid directors 
were below those of employees gen- 
erally. They led by example as they 
Clew over the choppy economic 
waters in which their corporate 
rivals were sinking. In some cases 
their reductions in remuneration 
were the surplus ballast ditched to. 


G ermany employs an elabo- 
rate system of checks and 
balances. France has an 
almost Napoleonic concentration of 
power. And the British prefer a 
pragmatic, middling path. 

In the field of corporate gover- 
nance - how companies are gov- 
erned - as in so many other areas 
of political, and economic life, there 
remain big cultural divisions 
between the world’s leading indus- 
trial economies. 

However,, the differences should 
narrow significantly over the com- 
ing decade, according to a new 
study* of corporate governance hi 
the seven leading western indus- 
trial nations prepared by Oxford 
Analytics, the British consultancy. 

The single most important rea- 
son, it argues, is the increasing glo- 
balisation of business activity, 
which is ‘•prof o undly changing the 
nature of corporate management 
and organisation throughout all 
industrial economies and which 
will exert a decisive influence on 
systems of corporate governance 


MANAGEMENT 

Roger Young of the British Institute of Management 
suggests a new approach to top executives’ salaries 5 ™ 


How rises in earnings compared 


(January 1981-100} 


Consistency pays 

best dividends 


Non- 

manual Dtradon Mi Mj an 


keep Che company afloat. 

So what u remuneration, as 
opposed Just to salaries? Pro Ned, 
the organisation which promotes 
the role of nonexecutive directors, 
defines the elements of the remu- 
neration package as: basic salary, a 
performance-related element, profit- 
sharing schemes, shar e options and 
other benefits. 

Pension entitlements and the 
wording of any service contract are 
the “off-balance sheet" equivalents 
that Z believe should be included. 
Too often, these are the more costly 
elements that only come to light. If 
at all, when the remuneration 
incentive package foils to achieve 
the expected results and the chief 
executive leaves amicably to pursue 
other interests. 

How should top executives’ remu- 
neration be established? The 
answer is simple. By the same pro- 
cess and with the same care as any 
other salary in the same company. 

If this principle were applied 
throughout Britain, two significant 
changes would occur, first, if the 


same high level of detailed consider- 
ation were given to the pay and 
conditions of the workforce as is 
currently applied to top executives’ 
financial rewards, personnel prac- 
tices would improve significantly in 
many companies. 

Second, throughout the work- 
force, a far greater level of satisfac- 
tion and improved output would be 
achieved. 


E mployees would under- 
stand the process of evalua- 
tion, be correctly coun- 
selled, appraised and take a 
greater interest in the progress of 
the company. If good management 
practices are used, there should be 
little difference In the application of 
the standard corporate principles to 
the principals. 

There are many well-established 
and widely-used systems offering 
help in evaluating the breadth and 
depth of a position. Extending their 
principles to directors' remunera- 
tion should prove no problem to 
those familiar with their use. 


The beauty of such systems is 
that they establish a framework. If 
those at the top are included within 
the mibp framework as those under 
their control, it means that all are- 
tied to the same industry conditions 
and constraints in times of auster- 
ity. Where current debate has been 
unhelpful is in the assumption that 
directors are an industry group 
unto themselves and, therefore, 
need to be compared across the 
piste. 

What is different at the very top 
of the management hierarchy is the 
need for referees. In the parlance of 
academia, there is a requirement for 
accreditors and verifiers to main- 
tain, respectively, the application of 
standards and also their continuing 
credibility. 

So who should take on the mantle 
of accrediting the application of the 
remuneration process? Quite 
dearly, in the case of the chief exec- 
utive's safety and that of any other 
executive on the main board, a 
remuneration committee of inde- 
pendent directors is the appropriate 


219.4 218.2 


1992 244.6 257.4 253.2 248.3 1 

Source: Emptoymoni Gozrtv, nacnuntrotfon Economies / BM Surveys 

How directors of largo companies took 

greater salary rises ' 

(% pay rises) 

THr to January 


Turnover rang* 

Under £25m 

1H9 

12.6 

1890 

10.4 
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9.8 
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4.6 

Over £600m 

20.6 

19.5 

18.9 

9.3 

UK workforce 

8.7 

9.1 

9.7 

8.0 



Roger Young 


body - providing, of course, that 
the members are truly independent 
Fro Ned not only produces guides 
and guidance but also offers a sex- 
vice to companies both public and 
private to find independent non- 
executive director candidates. 

A candidate chosen from a Pro 
Ned assembled list, matching crite- 
ria selected by the company, should 
assuage any criticism of back-, 
scratching from suspicious share- 
holders or others. 

And who fulfils the role of verify- 
ing the continued credibility of the 
remuneration process? On this, we 


have yet' to see the final delibera- 
tions of the Cadbury Committee on 
the financial aspects of corporate 
governance. My suggestion is that 
the first cautious step in this direc- 
tion might be taken by the stock 
exchange. 

If, to one of their many listing 
requirements, was added: “that a 
statement on the basis for establish- 
ing the remuneration of the execu- 
tive members of the board be 
included in the annual report and 
accounts", then shareholders at the 
annual general meeting would be 
entitled to ask questions on the sub- 


Cultural differences break down in the boardroom 

Martin Dickson reports on growing pressure for changes in the way companies are run 


over the next 10 years”. 

International competition is 
becoming more intense and cross- 
border takeovers are on the rise. 
But above all, says the report, 
international Investors are growing 
In number and clout, and compa- 
nies that want to attract capital 
will have to ensure that their inter- 
ests is stronger corporate gover- 
nance axe met The study, spon- 
sored by recruitment firm, Russell 
Reynolds, accountants Price Water- 
house, Investment bank Goldman 
Sachs, and lawyers Gibson, Dunn & 
Crutcher. Is said to be the first of 
its kind. 

David Young, the managing 
director of Oxford Analytica, notes 
that pension fund money invested 
outside domestic markets is fore- 
cast to grow from $92bn (£53.4hn) 
in IMS to $780bn in 1995. 


Market forces such as these, says 
the report, are likely to reinforce a 
trend, already occuring through 
European Community policy, for 
continental European corporate 
governance practices to move 
towards the framework common in 
Britain, the US and Canada. 

Institutional investors In the 
three English-speaking countries - 
and the US in particular - have 
been most active In trying to make 
managements more responsive to 
shareholders' Interests, demanding 
more ontside representation on 
boards of directors, a better flow of 
information to investors and 
greater executive accountability for 
company policies and strategy. 

That contrasts sharply with 
France and Italy, where boards 
have traditionally been supine in 
the face of executive power. And in 


Japan the board Is, for all practical 
purposes, an extension of manage- 
ment with no Independent powers, 
and shareholders are totally pas- 
sive. 

However, the report argues that 
Germany “Is arguably the only one 
of the seven countries ... in which 
the system of corporate governance 
does Indeed result in effective over- 
sight of management by the repre- 
sentatives of other stakeholders”. 

T his is because of its two-tier 
board structure, which 
Involves a supervisory board, 
representing shareholder and 
employee interests, which in turn 
appoints an executive board of 
managers. 

The report suggests that the Ger- 
man system could provide a useful 
model for companies in other coun- 


tries which want to create new 
channels for corporate governance, 
alongside an existing boardroom 
structure. 

However, the German system is 
often criticised for the powerful 
role played on supervisory boards 
by the nation’s banks, both as 
shareholders in their own right anJ 
as proxies able to vote shares 
deposited with them, which can 
create strong conflicts of interest 

The survey suggests this power 
may be reduced somewhat over the 
decade, due to a desire among 
banks to cat their holdings, the 
powth of Institutional sharehold- 
ing and industry's reduced reliance 
on banks for capital. 

At the same time, Germain com- 
panies will face legal and regula- 
tory changes to improve accounting 
standards, ban trading and 


dismantle restrictive voting struc- 
tures. The cumulative effect will be 
to weaken the power of the boards 
and increase the influence of insti- 
tutional investors. 

In France, where until now the 
president or directeur-general of a 
company has had almost unlimited 
authority, boards will become more 
active, due to international compe- 
tition for capital, a move by French 
pension funds Into equities, and 
Increasing pressure from share- 
holders and regulatory authorities 
for greater transparency. The same 
trends are likely in Italy, though to 
a lesser extent, given the unusually 
large number of Italian companies 
owned by a single family. 

Even Japan is expected to move a 
tiny bit towards a western-style 
system of corporate governance, 
prodded by factors such as a fledg- 


ject without being ruled out of 
order by an obstructive c h airma n . 

To suggest that a similar state- 
ment should be incorporated in the 
Companies Act before first piloting 
the idea might be precipitate. 

If institutional shareholders 
backed the Stock Exchange route 
and offered advice on the amount of 
detail and how far companies 
needed to travel to comply, then 
this initiative might save the need 
for politically-inspired legislation. 

The author is the Director General 
of the British Institute of Manage- 
ment 


ling movement to strengthen share- 
holder rights and a need to include 
foreign directors in decision-mak- 
ing. However, there is a danger of 
exaggerating the impact of all 
these forces of convergence. Inter- 
national institutional investors, 
who are supposed to be the main 
engine of change, are still pretty 
passive, even in the US, when deal- 
ing with companies beyond their 
borders. 

The report suggests they will 
demand greater access to informa- 
tion (which seems certain) and 
greater participation in decision- 
making (which is questionable in 
the medium-tom) but are unlikely 
to engage in the kind of share- 
hold er- versus-mana gemen t voting 
battles which have become common 
in the US. The 1990s will thus be an 
era of “noticeable changes in corpo- 
rate governance, bnt not revolu- 
tion”. 

* Board Directors and Corporate 
Governance. Available from Oxford 
Analytica, 52, New Inn Hall Street, 
Oxford 0X1 2QB, United Kingdom. 
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Tefcote International Ltd. 
Tefcote (UK) Ltd. 
Hygienico Ltd. 

The Joint Administrative Receivers offer for sale as a going concern the 
business and assets of the above companies. These companies are 
engaged in the marketing and supply of a reinforced surface coating 
known as the Tefcote System incorporating Tefcote HRX. 

Principal features include: 

■ The Tefcote System, a complete surface system Incorporattng a water 
based coating containing PTFE and a reinforcing matrix. 

■ Tefcote HRX, a bactericidal product which controls bacteria moulds 
and fungi. 

■ Other valuable Interests in patents and further applications of HRX. 
For further information contact the Joint Administrative Receiver, 

John Dare, KPMG Peat Marwick, 1st Floor, Dukes Keep, Marsh Lane. 
Southampton SOI 1EX. Tel: 0703 631465. Fax: 0703 223547. 


Corporate Recovery 
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Clarke Foods PLC 
Clarke Foods (UK) Limited 

The Joint AdmMstrattve Receivers otter for sale os a going concern the 
business and assets of the second largest manufacturer of ice craam In the UK. 

l Wed known brands: . /Ov 

Lyons Mold Fiesta, Zoom, Fati Mlwl f (*) 

Mr Settee, Clarke's and others I x — X 

l l^sfi^offfwc^manuftx^ngfacillfe 
! Freeflow properties (n Sourtxtage and Tetfofd 

Blue chip customer base CLARKE FOODS 

Otsfribuffan nehwrfc of some 2 1,000 aooourts many with Cfarire's freezer cabfriete 
Annual projected turnover £60m to £85m 


CLARKE FOODS 


Farfuntwi Moanatan. please contact the Joint ArimMsaattra Receivers 

Ipe Jacob and Nell Cooper 


ROBSON RHODES 


?8SCftyftu4 London EC1V2NU1e/ephon& 07 1-251 1644 fetae 885734 Rx 071-253 4629 

Aunw^tytaif^^oiaiari*Bdrtxiw*rts m En^tnftnjVttjlesia canyon nnsvram Durness 


WEMBlEYr 

The Joint LPA Receivers of Wembley 
Sportsmaster Ltd. offer for sale the Company's 
intellectual property rights, Including: 

• Internationally Registered Patents and 
Toy Designs. 

• Trade Marks including: 

Wembley Touch Down 


Premier League 

Striker 

First Division 

Sportsplay 

Trophy 


Confetti 
Playcraft 
Sportsmaster 
Spacehopper 
Golden Shot 


For further information please contact 
Peter Phillips or Rupert Purser 
Buchler Phillips & Co., 

84 Grosvenor Street, 

London W1X 9DF 
Telephone 07 1 -493 2550. 

Facsimile 071 -629 9444. 

BUCHLLR PHILLIPS & CO. 

Awhorised by tfw tnsuuin ol CtiartO'Od AcwurttanE m 
Enqbrtda^W^IOCaTyorc*?v£Slr7XM 


SMALL DORMANT COMPANY 
Principal Asset Mxjor Shareholder 
Poultry Mmaifttcomag Business 
170 Excess IS Maihn. Profitable. 
Additional New Factory Gonpkte 
Number 1992. 

Bat A4441, Pimaucitl Timet, Omr 
Saatimnlc Bridgt, Lauda* SEl 9BL 


MOTOR AUCTION 
BUSINESS FOR SALE 
AS A GOING CONCERN 

Efubitsbad tea yesx* tad extremely 
profitable. 

FoD detail* from 
Hodgson EUdngtoo A Co. 

Tel: 0522 SI 2232. Ref: SJE 


FOR SALE, MERGER OR 
A VAJLABLE FOR CON7RACT 
Packing. Handpackaging. Shift* 
Wrapping, Assembly. Storage, 
Exceflert Premises. 

Skated Staff. 

Close to M*J,M25. 
Telephone: 0494439932 


BUSINESS AND 
ASSETS 
Of Solvent and 
Insolvent Companies 
For Sale. 

Business and Assets. 
Tel: 071 262 1164 
(Mon-Fri) 


VIDEO SHOP NETWORK 


REPUBLIC OP POLAND 

mmotry of foreign economic relations 

INVITATION TO NEGOTIATE 

Tho Minister at Foreign Economic relations, acting on behalf of the. Slate ircuaiy in 
•oconlanca with CoauaeroUl Code, hereby issue an Invitation to Negotiate to *n 
aniuMy qualified parties maraud fa the tcqpk ft ion of shires of FQL-MOT Ltd. Thfa 
“Wwina k Sat the acquisition of ill Am possessed by The State Treasury. which 
icpmeot 31 fil% of the Burial Capital of the Company. 

fOL-MOT Ud. In W«r*aw 

k ugiiilnd in a fan of h oldi ng reue n ua, winch of the following companies: 

HAL-MOT, BELVEDERE MOTORS, INVE5T-MOT TRADING, EAST TRADE. 

PQL-MOT LuL k the fonagi trade oocapeny operating oe motor market, aa wtfl 

«* aerving Polish motor industry. The Company undertakes also substantial 



The Joint Receivers offer for sole, os a going concern, the business and assets of Abtejump 
Limited t/a Video Magic 

Principal features of the business include: 

• 22 video shops located in the Eoti Midlands 

• well established, primary locations 

• video stocks and shop fittings 

• approximately T 30 full and parMfme employees 

• turnover of approximatsly £1 .25 million per annum. 

For further details please contact Jill Howsam at Cork Gully, Cumberland House, 

35 ParkRow, Nottingham NGi 6FY. 

Telephone: (0602) 470658. Fax: (0002) 410192. 

Cert: r oalborixed in [he name of Coopen & Lybrand by tbc fataiuio of Chartered 

Acepeaiant* id Erigbmt and Wales loamy on hnwunea Bmaem. 


Cork Gully 


■ ■ r* Xv * /- , : 


Appear in the Financial Times on Tuesdays, Fridays and Satufdays.For 
further Information or to advertise in this section please contact 
Melanie Mies on 0718733308/ 


FO&SALE 

cotmtAcrcMtiBr 

MAKING FIRM 

Trading profitably with • Bmom.tf 
£640,000. Located withm e**y teach of 
H iimkjiiiHf and the West Midlands. 
ftmaBdioahdnntaiici: 
SrLKSA cSaLtowd Amw*nfc 
2S Lm diriMMf Em4 Bmrbmu, 
Btn**lmmB17**P 


Within this invimjaa up to 20% of ihc sham ponacucd by the Stain Treasury fa 
Mi wik cd fee the employees of POL-MOT Ltd. on pr efe rent i al basis aa givai in 
Arocfc 24 of rbo Privatisation Ars. favhation tonegothne mebdea negotiations on the 
option u» purchase shares offered u> ihc employees but not acquired by die employees, 

fafennattat ro er u nr an dem can be obt ain ed bom: 

PRO-CWEST, LTD. 

00-791 Warsaw, Poland 

l4,Chodmska stc. 

teL: CW-22) 49-34-5 S or 48-95-32 

dx.: 82-50-42 proin pt 

lax: (048-22) 49-85-69 or (048) 2912-1 1-22 

Mr. Pawel JigjcUo. Mi Malgorzan Svamooowicx 

after signing the confidentiality agreement. 

AU res p onse! u thfa Invitation to negotiate must be sent by registered mail and 
received within 30 days Eton the date of thfa invitation. 

Ministry of Foreign Economic relations reserves the right not to choose any of the 
offas as weU as to main a put of shares oCTerod far sale. 

Ministry of Foreign Economic Relations reserves the right to extend the date for 
acceptance of aitii proposals beyond 30 days from the data of this Invitation, but shall 
be under no ob li g a t i on in consider proposals received after that date. The Ministry 
farther eapmsly reserves the right la proceed with negotiations rot sale of shates 
before 30 days from the date of tins luvhation if it obtained the witaMe propocaL 


Lakeland Sheepskin 

Centre Ltd (In Receivership) 

The business and assets of the above quality 
clothing retailer are offered for sale as a going 
concern by the Joint Administrative Receivers. 

• Retailer of classic country style clothing. 

• Operates from 14 leasehold and 2 freehold stores 

throughout the country 

• Ml outlets recently refurbished to a very high 
standard and all contain EPOS management 
control systems. 

• Freehold warehouse and distribution centre 
totalling over 26,000 square feet in Ambles Ide, 
Lake District. 

• Himover exceeds £10 million per annum. 

• Workforce of 120 full-time staff and over 140 
part-time staff. • 

Enquiries to: IC Powell FCA, Price Waterhouse, 
fork House, fork Street, Manchester M2 4WS. 

Tel: 061-228 6541. Fax: 061-236 1268. 

Price Waterhouse ||| 
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Testing 
time for 
fibres 


N ew genetic tests to deter- 
mine the origins of natu- 
ral materials, including 
fibres, timber and meat, are 
being developed at the British 
Textile Technology Group. 

The BTTG tests could have 
far-reaching implications for 
activities ranging from clothes 
retailing to the control of trade 
in endangered species. 

The research started with the 
aim of finding a new way to dis- 
tinguish between different fibres 
in clothing materials, which 
would be faster and more reli- 
able than traditional examina- 
tion by microscope. The textile , 
industry needs such a test to | 
detect the adulteration of expen- 
sive anim al fibres like cashmere 
and mohair with cheaper wools. 

BTTG scientists have discov- 
ered how to extract the small 
amounts of DNA present in pro- 
cessed fibres and then identify 
the species horn which it comes. 
They are now developing a kit 
which will for the first time 
enable textile buyers to check 
quickly and accurately whether 
a particular fabric matches its 
specification. 

At the same time BTTG’s Man- 
Chester and Leeds laboratories 
are working to extend genetic 
testing to a much wider range of 
natural materials. 

One potential application is in 
the food industry, to test the ori- 
gin of meat products. An inspec- 
tor or buyer could then tell 
immediately whether a sausage 
contained the correct amount of 
pork, beef or venison - and had 
not been adulterated with kanga- 
r oo or horse meat. 

BTTG sees the timber trade as 
j another outlet. The genetic test 
could distinguish between woods 
which are difficult to tell apart 
with conventional methods. 

The technology also has foren- 
sic applications which would 
supplement the well-known role 
of human gene tests in rape and 
murder cases. For example, DNA 
analysis of stomach contents 
might identify a murder victim’s 
last meal. And a single fibre at 
the scene of a crime could pro- 
vide evidence about the clothing 
worn by a murderer. 


Clive Cookson 


B BC Radio is taking a big 
step into the digital age. 
From Monday, political 
news and programmes pro- 
duced by the BBC’s Westminster 
studio and broadcast throughout 
the UK will be recorded, processed 
and edited digitally, without the use 
of magnetic tapes. 

The move, which represents the 
biggest change in radio technology 
for 40 years, is the first stage in 
what is likely to be a gradual pro- 
cess of digi tisation of radio broad- 
casting, and eventually television. 

"Broadcasting is about to 
undergo, on the radio side, one of 
those fundamental changes in tech- 
nology and , working practices that 
happens only a couple of times in a 
lifetime.” says Richard Ayre, head 
of BBC Westminster. The news stu- 
dio is the first In Europe to install 
digital technology. 

Currently, radio programmes are 
compiled with the use of cassette 
tapes and quarter-inch magnetic 
tape - bulky reels about the size of 
an LP record. 

In preparing taped sequences for 
insertion into programmes, a jour- 
nalist listens to the relevant record- 
ings of Parliamentary proceedings 
while watching a screen which dis- 
plays a time code of the hour, min- 
ute and second as the recording 
progresses. 

When he finds the section of the 
recording he wants to use, he notes 
the time code and requests that par- 
ticular part of the recording from 
the studio manager. 

The studio manager then physi- 
cally cuts that section from the rest 
of the tape and sticks it on a 
smaller, individual spool for the 
journalist to use in his programme. 

After a programme has been 
pieced together and recorded on to 
one tape, it is sent down the tele- 
phone line to Broadcasting House to 
London. There, it is re-recorded and 
sent to the BBC’s regional broad- 
casting centres where it is again 
re-taped. 

This Is a time-consuming, labori- 
ous process. A long programme can 
use as many as 20 clips, each of 
which must be played at the appro- 
priate time. It is also an expensive 
way to produce programmes 
because tapes, though not costly 
themselves, require expensive hard- 
ware that needs to be replaced 
every 15 years or so. 

BBC Westminster spends £20,000 
a year on magnetic tapes. Replacing 
the tape recording machines, which 
are just about reaching the end of 
their lifetime, could cost as modi as 
£ 100 , 000 . 

The new digital audio storage, 
retrieval and editing system, known 
as D-Cart, was developed by ABC, 
the Australian broadcasting group. 
The system consists of a black box 
the size of a refrigerator which is 
linked up to terminals with a screen 


TECHNOLOGY 


From Monday BBC Radio’s 
Westminster studio will lead 
a broadcasting revolution, 
reports Michiyo Nakamoto 


politics 











BBC Westminster Is the first news studio in Europe to go digital 


and keyboard, much like any com- 
puter terminal. The BBC system 
has two 1.2 gigabyte Winchester 
hard disk drives capable of storing 
50 hours of audio. 

Recordings can be made directly 
into the system from phone or 
broadcast lines, satellite links or 
conventional tape. The Commons 
and Lords pro ceeding s, which will 
be used in the Initial stages, come 
to BBC Westminster on direct lines 
from the chambers. 

Because the material is stored to 
tire system on magnetic bard disks 


rather than tapes there is no danger 
of damaging the recordings. Fur- 
thermore, the quality of digital 
recordings is better than that of 
analogue tape which can be marred 
by sound distortions. 

But the greatest advantage of the 
D-Cart system is immediate and 
random access to all the material by 
up to 30 people at the same time. 

The recordings in the system are 
identified by title and number 
which appear on the screen. Jour- 
nalists can access any recording by 
placing the cursor on the title and 


hitting the play key. 

For editing purposes, the track is 
represented on the screen as a bar 
along which an arrow moves as the 
sound progresses. When a journalist 
comes to the particular section of 
the recording that he needs, he sim- 
ply marks the be ginning and end of 
he relevant bit on his screen using 
edit keys. It is then his to work 
with, mixing it with bis own voice, 
music or other effects to the studio. 

"The system is ideal for fast-mov- 
ing situations," says John Williams. 
a media consultant who is working 
with BBC Westminster to install the 
system. 

D-Cart costs a minimum of £70,000 
and has a life expectancy of seven 
to 10 years, according to BASYS 
Automation Systems, which mar- 
kets the system in Europe. 

Despite the high cost of the sys- 
tem, BBC Westminster expects to 
make substantial savings through 
the introduction erf D-Cart It will 
eliminate the need for the time- and 
labour-consuming process of record- 
ing a nd re-recording on tape as a 
programme is sent from the studio 
to Broadcasting House and from 
there to regional studios. 

The recordings, which will have 
to be erased from the system after 
50 hours, will initially be backed-up 
on tape until an archiving system is 
developed. 

Nine studio management poses 
are being eliminated in the first 
phase of installing D-Cart and more 
are expected to follow during phase 
two in the first half of next year. 

D-Cart is widely used by the ABC 
network in Australia. Broadcasting 
House, headquarters of BBC Radio, 
will begin installing D-Cart in 
November. 

Elsewhere, the US ABC radio net- 
work in New York, CBC in Toronto 
and Europe-I in France plan to 
Install the system in next few 
months. 

Digital editing systems are 
already used for producing some 
music programmes but BBC West- 
minster will be the first in Europe 
to use it for news programmes. The 
BBC uses a similar digital editing 
system for video, but this is not yet 
up to broadcasting standards and 
does not provide multi-user access. 

Digital recording and editing 
ftoms one link to a three-way chain 
of future digital audio broadcasting. 
Already, transmission of pro- 
grammes from Broadcasting House 
to regional transmitters throughout 
the country is digitised. 

To complete the rhain , transmis- 
sion from radio studios to Broad- 
casting House, and from the 
regional transmitters throughout 
the UK to individual receivers will 
have to be digitised. When that hap- 
pens, CD-quality music and sound 
will be available on radio, marking 
another fundamental change in 
radio broadcasting. 


Worth Watching • Andrew Baxter 
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Up to date at the 
click of a mouse 


Producing the 
perfect droplet 


A new liquid spray technology 
which enables droplets to be 
produced to a uniform size has 
been invented by Cambridge 
Consultants (CCL), the UK design 
and development group. 

Conventional liquid spraying 
technology produces droplets 
of varying size over a wide range, 
but nniform droplets offer 
potential benefits to a variety 
of users. 

In agricultural spraying, for 
example, a more regular drop 
size maximises the amount of 
insecticide, fungicide or herbicide 
reaching the plants. The drops 
will not be so small that they 
are blown away or so large that 
they fell straight to the ground. 

And to vehicle fad injectors, 
a more uniform spray offers 
clea n er and more predictable 
combustion, says CCL, while 


Presenting the world’s widest range of PCs 


(Prom 1 to 16,000 Intel processors inside.) 


controlled drop size to fire- 
fighting could reduce the amount 
of water needed. Cambridge 
Consultants: UK, 9223 420024. 


Printer hammers 
its message home 


Engineers in manufacturing 
typically spend around 40 per 
cent of their time looking for 
information - everything from 
Cad drawings to memos - bnt 
when they find it they often have 
no way of knowing if they have 
the latest version. 

Now Compntervision has 
launched a product called 
VbrtnalStation which aims to 
solve the problem. This allows 
users to manipulate and review 
information spread across 
multiple systems, sites and 
storage media from a stogie 
workstation. 

The accumulated information 
of the organisation is available 
at the click of a moose, says 
Computervzsion, where previously 
the user may have needed a 
workstation, a PC and, perhaps, 
an Apple Mac to access all tire 
information. Compntervision: 

UK, 0203 417718. 


One way to make a big 
i im pression in the fiercely 
competitive industrial printer 
market is to hammer a way to 
success. At least that is the 
approach at Swedish-owned Facit, 
which this week introduced a 
new printhead technology to the 
UK market. 

Facit has been selling its 
nine-pin printhead using the 
so-called Flexhanuner process 
for 16 years, bat has now 
launched a 24-pln printhead. The 
tungsten carbide-tipped hammers 
are held back from the paper 
electronically, but spring forward 
when the current is stopped to 
hit the paper. 

The new printhead can produce 
up to seven copies, and is 
designed to last for more than 
IJSbn characters. The heavy 
printer to which it is fitted is 
aimed at applications such as 
invoicing where high-quality 
flexible printing, along with 
economic performance, is 
essential. Facit: UK, 0634 868000 


Mountain bikes 
kept in suspense 


Mountain bike riding can be a 
painful experience without 
suspension - both for rider and 
machine - and for serious riders 
suspension is becoming 
increasingly important 

Muddy Fox, instigator of the 
mountain bike boom In the UK, 
has front or rear suspension 
available cm various models, bnt 
has now gone a stage further with 
its Intereactive Suspension design 
combining front and rear 
suspension in one system. 

The concept originated by the 
British inventor Dave Smart 
links suspension movement of 
the wheels so that they rise and 
fell together, relative to the 
frame. No matter how the weight 
distribution changes, the bike 
always retains level trim. 

The chain tension interacts 
with the suspension system to 
ensure that the force the rider 
puts into the pedals cannot 
compress the spring, so the bike 
can climb and sprint a s fast as 
any conventional rigid frame. 
Muddy Foe UK, 081 998 8711. 
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For many people, PCs are a computer 
with an Intel processor inside. 

In which case, we provide the world’s 
widest range of PCs. 

From tiny, pen-based notepads right 
up to the world’s most powerful business 
computer. 

Our mobile PCs have Intel’s f |IW* 
latest energy saving i386SL pro- V|*V 
cessor inside. 

Our very largest machine, available 
next year, will have as many as 16,000 
InreJ processors inside. 

Because every one of the range is based 
on the same Intel processor design, 
your applications are completely portable. 

And, in the case of the bigger 
machines, you can keep adding processors 
to provide an exact match between 
power and needs. 

Which means we have PCs to provide 
personal processing for people, for 
departments, for companies,' and for 
global enterprises. 

But impressive as our bigger machines 
are, our desktop versions are worth a 
dose look too. 


ffi, 


Because we make them to the same 
rigorous standards as our big computers. 

Usually in the same factories - at 
Augsburg in Germany. 

It’s a quality that impressed BYTE, 
when they reviewed one of our midrange 
5 machines. 

'‘Quick, Quiet, and Secure ” 
f "As good an example os any of the quality 

of German engineering, NCR's new 
small footprint 20 MHz 386 SX offers speed,- 
comfort and security 

The case and chassis wrap all the 
components in steel and lock them with 
asolid tabular key lock for hardware security 
low noise and RF shielding. 

NCR shares the lead in the commercial 
and banking transaction market, and it 
has very few competitors. This machine is a ' 
good example of why.” 

What we offer in quality, we also back 
up with service. The same service that 
supports all of our products - throughout 
all of Europe. 

And we do all this at highly com- 
pedtive prices. .. 

For more information, contact NCR, 
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An AT&T Company 


Open, Cooperative Computing. 
The Strategy For Managing Change. 
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Lj Ten steps forward, 11 back 
I - More crowd control heeded 
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Cumbria's economy has been 
cushioned by defence spending 
and ttie~ nuclear industry, but the 
good times have suddenly come to 
an end' A struggle to create new 
industries and more jobs has just 
begun. Ian Hamilton Fazey and 
Chris Tighe investigate 
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Local agony, 


THESE ARE worrying times - 
for Cumbria, the English 
county known best for the 
Lake District It is remote from 
much of England, and even 
more so from the rest of 
Europe, but cannot be Ignored, 
for national Issues are 
Involved. - 

It la not Just Urn recession, 
that has wiped out around 

2.000 jobs, but the additional 
Impact of two large doses of 
structural unemployment, 
which have already resulted in 
the loss of many thousands 
more. 

Cumbria is undergoing a 
traumatic change affecting two 
pillars of its . economic struc- 
ture - warship building and 
nuclear fuels. Each has created 
a fund of high technology tal- 
ent and skills. The fear is 
many of these wQl go to waste 
if they cannot be redirected. 

The first dose of unemploy- 
ment was expected: British 
Nuclear Fuels (BNFL) has 
spent most erf the past 10 years 
building Thorp, its controver- 
sial £2JSm thermal oxide repro- 
cessing plant at SeltaftelcL tt is 
nearly complete, and at least 

6.000 construction jobs are 
coming to an end. 

The community started get- 
ting ready for this in 1988* with 
BNFL putting in the bulk of 
£LlSm a year of funding, in; 
partnership with local authori- 
ties, to try and help rebuild the 
local jots market. A. science 
park has Just opened as part of 


the process, but against a tide 
of recession, there is little pros- 
pect of quick success. 

Coping with this trauma 
would have been hard enough, 
but the end of the Cold War 
has limited the market for war 
ships. Once VSEL. the former 
Vickers shipyard at Barrow-in- 
Furness, has finished the four 
nuclear submarines needed for 
the Trident missile system, 
there will be no more such reg- 
ular orders from government 

More than 6£00 VSBL jobs 
have already gone and another 
3JI00 wiH,eventually reduce the 
workforce to 5,000. Prospects of 
doing better have been dashed 
by. the . recession, which has 
prevented the company break- 
ing seriously into a depressed 
offshore market 

It is against this background 
that Cumbria is pressing the 
government to grant develop- 
ment area status to Barrow, 
Whitehaven and Workington, 
and the- hinterlands from 
which they draw their labour. 
Local unemployment rates of 
up to 17.7 per emit are forecast 
for next year. 

Even intermediate status 
wd^ld be welcome, not only for 
the discretionary government 
grants it would unlock, but 
because of the access it would 
give to a wider range of Euro- 
pean Commission funds. The 
government's iHtomna is that, 
increasingly, more- areas are 
pressing for such special help 
as recession bites,.. while .the 
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Uncertain outlook: clouds roll down on Wfodwrmaro, threatening Cumbria’s traditional kfyfl (Picture: Mika ArronJ 


public purse-strings have been 
drawn tighter by the latest eco- 
nomic crisis. 

Cumbria, however, has suf- 
fered two other big rounds of 
structural unemployment in 
the last 10 yean, with the clo- 
sure of the Workington iron- 
works in 1982, followed by deep 
ffiaiminfy g, centred cm White- 
haven, three years later. 

The experience helps explain 
the impressive way in which 
people are approaching their 
latest difficulties. Given posi- 
tive thinking and the right 
partnership between all 
involved, things can be turned 
round: Workington’s unem- 
ployment rate fell from 23 per 
cent in 1982 to 8.6 per emit in 
1990. Of course, development 
area status and an enterprise 
zone also helped. 

Although recession has cut 


the net gain in jobs In the steel 
and cod! closure areas from 

4,000 to 1,000 - and the Seha- 
field redundancies will push 
the figure into net loss - no 
one is whingdng. 

Indeed, Cumbria is on the 
reprise, renewing the attack, 
trying to accentuate its assets. 
There are many, including the 
Lake District - although tour- 
ism plannas are also trying to 
promote the aptly-named Eden 
area and its unspotted Pen- 
nines of east Cumbria to ease 
pressure on the more popalar 
lakes and fells. 

Moreover, old market centres 
such as Kendal, Penrith and 
Carlisle are relatively well off 
because they are in the north- 
south M6 corridor. Indeed, it is 
the comparative remoteness of 
Workington, Whitehaven and 
Barrow that is one of the prob- 


lems no amount of " talking 
up" can counter. 

Not that this has stowed the 
newly-launched Cumbria Mar- 
keting Initiative from trying. It 
asserts in its flagship brochure 
that Cumbria is accessible no 
matter where you are or want 
to get to. "Good communica- 
ttons by rail, road and sea 
make it easy to get into and 
get out of, both for people and 
goods,” it claims. 

The initiative, chaired by the 
energetic Mr John Hancock of 
the highly successful Sealy bed 
manufacturer, Is unanimously 
hacked by public and private 
sectors mid the various job- 
creation agencies, yet these 
same people and bodies are 
also campaigning for better 
roads. 

“The Way Ahead,” a lobby- 
ing document they jointly pro- 


duced last year, warns: “The 
survival and development of 
West Cumbria is drastically 
threatened by its totally inade- 
quate. poor quality, transport 
network. West Cumbria as an 
industrial region will not sur- 
vive without urgent drastic 
action.” 

Councillors and business 
leaders will be arguing their 
case again next month with Mr 
Kenneth Carlisle, the roads 
minister. 

Top priority is seen as the 
dualling at the A595/A66 route 
from SeUafteld to Scotch Car- 
rier - the ABC's junction with 
the A1 route to Britain’s east 
coast ports — and of the whole 
ASSO from Barrow to the MS. 

At present, these routes are 
undergoing only piecemeal 
improvements, although the 
Department of Transport’s 


Trouble down on the farm 
Defence jobs drain away 

Page 3 


The county's lack of scheduled 
air services la also seen as a 
deficiency; a study Into the fea- 
sibility of a West Cumbrian air 
strip feeder service is in prog- 
ress. 

Because of the high technolo- 
gies involved in the defence 
and nuclear industries, Cum- 
bria's roads lead to a highly 
qualified or skilled workforce 
which could, as experience 
elsewhere shows, adapt easily 
to similar levels of technical 
fl oTnands in other sectors. 

The ethos and culture favour 
high quality, mistake-free man- 
ufacturing, hut on Its own, the 
fear is this will not be enough. 

Mr Harry Knowles, chief 
executive of Furness Enter- 
prise, says: “This is a national 
issue. You cannot leave it to 
the local community to deal 
with. We have an asset that 
has been built up over many 
years in terms of skills of local 
people. If we have to rely 
entirely on local initiatives, we 
cannot succeed. We need to be 
able to offer financial incen- 
tives to attract inward inves- 
tors.” 

The local community is actu- 
ally doing all it can to pull 
together - impressing Mr 
Michael HeseWne, president of 
the Board of Trade, with a dis- 
play of positive determination 
when he launched the Cumbria 
Marketing Initiative in Barrow 
two weeks ago. 

But courage is not enough. 
As though to prove Cumbria's 
needs, bad weather forced Mr 
Heseltine to cancel half his 
programme because his heli- 
oop ter could not fly and roads 
were not quick enough for him 
to get to SeUafteld and back to 
London in time for a Cabinet 
meeting. 

A few days before, a party of 
Korean electronics industry 
specialists had been enjoying 
better weather, with perfect 
sunsets and the Lake District 
turning golden with autumn. 

“They were very happy with 
what they found out about the 
local skills base and the pros- 
pects for recruitment,” Mr 
Knowles says. “But they were 
looking for the best package 
and we are up against competi- 
tion from Scotland and Wales. 
Without their sort of financial 
assistance, you are at an imme- 
diate disadvantage.” 



Transpennine strategy report, 
published last month, has at 
least raised hopes of a com- 
plete dual carriageway link 
between Penrith and Scotch 
Corner. 

According to a recent consul- 
tants' report prepared for the 
county council, Furness Enter- 
prise and the West Cumbria 
Development Agency, the 
£195m cost of comprehensively 
upgrading the AS90, A595 and 
A66 into dual carriageways 
would be more than recouped 
by the government, thanks to 
the benefits erf better road links 
in retaining Jobs and attracting 
new inward. Investment 

Cumbria's communications 
strategy, launched last Novem- 
ber, also calls for improve- 
ments to the west coast main 
rail line and high quality dirert 
Tipks with the Channel TunneL 


ONE OF THE WORLD’S 
LARGEST PHARMACEUTICAL 


[#| umbria, you may have thought, is a 


great place for business people to take their holidays. 


but hardly die most dynamic place on earth for them 


MANUFACTURERS IS LOCATED 


to take their companies. So ir might surprise you to 


learn that Glaxo, like hundreds of other ioremation- 


IN CUMBRIA. 


ally successful businesses, has for 40 years now been 


HARD TO SWALLOW, ISN’T IT? 


making the most of Cumbria's industrious workforce 


and its vast business potential. Complete and return 


the coupon or phone Dawn* Quigley on 0900 872000, 
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and we’ll show you that a healthy environment isn’t 


the only thing to be found here in Cumbria. As Glaxo 


has discovered, there are healthy profits too. 
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SEND TO; CUMBRIA MARKETING INITIATIVE. 

PROSPER HOUSE. GUARD STREET, WORKINCTON, CUMBRIA CA14 4EW 
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Ten steps forward, 1 1 back Crowd control a priority 
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AN ECONOMIC developer’s nightmare is 
about to come true in West Cumbria. The 
recession, coupled with the next round of 
job losses at British Nuclear Fuels (BNF). 
will by next March have wiped out the 
same number of jobs as those created by 
various vigorous initiatives in the past 10 
years. 

Jobs lost, or about to be, since the reces- 
sion began in 1990 include 350 at Cumber- 
land Clothing, 35 at Cumberland Leisure, 
80 at Design Fabrique, 150 at Supamoor. 
450 at Volvo Buses - which is moving to 
Scotland - 130 at Davy Dlstington and 500 
at Miller’s Footwear. 

Mr Tony Winterbottom. chief executive 
of the West Cumbria Development Agency 
fWCDA). says: “We reckon on having 
helped generate about 4,000 new Jobs in 
the last 10 years. Apart from the bigger 
recent closures caused by recession, about 
1,000 more jobs have been lost in a range 
of smaller businesses. We still have a net 
gain of about 1,000 jobs, but Sellafleld’s 
redundancies will wipe those out' 

BNF Is shedding Jobs, now that con- 
struction of its thermal oxide reprocessing 
plant is complete. It will be West Cum- 
bria’s third dose of large-scale structural 
unemployment since 1982, when steel 
industry closures caused the first shock, 
pushing up unemployment to 23 per cent 

This was followed by the end of deep 
coalmining in Whitehaven In 1985. British 
Steel Industry (BSD, the job-creation 
agency and fund-provider set up by British 
Steel, was soon joined by British Coal 
Enterprise (BCE), its counterpart for mine- 
closure areas, in the struggle for economic 
reconstruction. 

The locally-named Moss Bay Enterprise 
Trust - set up in 1982 to help Workington 
- became the basis for Enterprise West 
Cumbria in 1985, expanding to include 
Whitehaven. In 1988. BNF joined in to try 
to ensure the whole area was ready for a 
succession of Sellafield doses of structural 
unemployment in the early 1990s. 

The WCDA succeeded Enterprise West 
Cumbria, while BNF also established a 
separate fond to back promising busi- 
nesses and developments in a similar way 
to BSI and BCE. Each year the fond gets 
Elm a year from BNF and £50,000 each 
from Cumbria county and Afterdate and 
Copeland district councils. 

It sounds simple, but things have been 
more complex. The fond and agency have 
different boards and there has sometimes 
been disagreement between them on 
whether projects merit fonding. 

There has also been a sometimes confus- 
ing array of parallel or complementary 
initiatives. There is a Whitehaven Devel- 
opment Company - comprising English 
Estates, the WCDA and Copeland Borough 
Council - the government’s Cumbria 
Action Team, and the Rural Development 
Commission, which is very active in foe 
county. 


In addition, Cumbria is a member of both 
the Newcastle-based Northern Develop- 
ment Company and Inward, the north- 
west’s agency. Both are regional agencies 
for inward investment from abroad and, in 
fop NDC’s case, from elsewhere in the UK. 
They are funded partly by the govern- 
ment’s Invest In Britain Bureau. 

Then there are various other activities 
of the local authorities. Copeland, for 
example, is a partner in foe Tourist Strate- 
gic Development Initiative.- not to mention 
the work of todies like Voluntary Action 
Cumbria and the Prince’s Trust 

On top of this is a Euro-input since 
Workington, Whitehaven and Barrow are 
ail eligible for European Commission 
structural funds. And. of course, there axe 
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John Hancock: now chairs 0 m Cumbria 
Marketing Initiative 


stffl BSI and BCE, plus foe local training 
and enterprise council. 

Money from government since 1982 has 
totalled about £55m. This has gone into 
cleaning derelict sites in Workington, and 
around its harbour of Maryport, foe build- 
ing of advance factories by English 
Estates, and regional development grants 
to help inward investment and expansion. 

It has, however, helped lever about 
£260m from the private sector in inward 
investment and this has helped to create 
4JD00 jobs - but as recent events have 
shown, not all have been, secure enough to 
withstand a deep recession. 

Mr Ken Dixon, foe recently retired per- 
sonnel director of Alcan’s Cumbrian plant, 
now chairs foe WCDA. “Most of our large 
companies are foreign-owned and basically 
branch factories." he says. "In hard times, 
they are more likely to cut foe branches 
and go back to foe trunk.' 

He says a survey of 25 companies 
employing 6,200 people in the area showed 
11 of them controlled from abroad, nine 
run from elsewhere in the UK and only 
five with stay-or-go decision making power 
in Cumbria. The overall position was that 
5,000 of foe 6£Q0 jobs were externally con- 
trolled, and therefore more vulnerable 
than locally ran — and, usually, owned - 
businesses during a downturn. 


Moreover, some inward investors have 
not been able to nuiltn much use of Cum- 
bria’s depth of engineering and technologi- 
cal skills. And, part-time femfnisation of 
foe workforce in the textile, clothing and 
footwear sectors has not done modi for 
long-term improvement of . the local tax 
base or spending power. 

. Indeed, Mr Winterbottom thinks the 
basic structural problem has been dis- 
guised by BNF mopping up much male 
unemployment during its expansion 
phase, now ending. ■ 

Mr Laurie Haveron, BSPs chief for 
northern England, says much future 
investment needs to be targeted on exist- 
ing locally-owned businesses to help them 
Improve their management and marketing 
so they can grow soundly. 

This is no short-term panacea, however. 
BSTs own recent investments have put 
about 2250,000 into 12 projects, but none 
are big and even those capable of large- 
scale, job* creating growth, will probably 
take years to achieve it 

Meanwhile, there has been some dis- 
quiet among the ™«in fund providers at 
the plethora of efforts and parochialism. 
Inward Investment policies have been ad 
hoc and dependent on a sometimes tight 
availability at factory space. Under politi- 
cal pressure, some funds have gone into 
propping up ailing companies, 
but not averting ultimate failure. 

West Cumbria Development Fund 
recently asked Professor John Fyte at con- 
sultants WB. Atkins to examine foe effec- 
tiveness of the current structure of eco- 
nomic regeneration bodies. His review has 
been foe subject of lively, but confidential 
disc u ssi o ns, and will result in modifica- 
tions to both foe fond and the WCDA. 

The fund and the agency will be merged 
Into a sew partnership which will be refo- 
cused on areas where it Is felt foe greatest 
results can be achieved. 

Meanwhile. Mr John Hancock, the 
WCDA’S first rimirnum, is now chairing 
the Cumbria Marketing Initiative, 
launched two weeks ago. He is a success- 
ful private sector marketeer already, run- 
ning Sealy beds - Sflentnighfs thriving 
upmarket subsidiary - in Aspatria. 

WCDA has seconded Ms Dawn Quigley 
as his full-time project director and they 
axe determined to cut through any confu- 
sion by establishing a dear Image tor 
Cumbria. 

Mr Hancock avers: *1 think filings were 
fragmented. The marketing initiative is 
not an organisation. We are a marketing 
campaign. We don’t have a bureaucracy, | 
we are not a quango, and we don’t | 
threaten anyone. We shall be trying to ■ 
avoid looking backwards. If you spend too 
mntrh time looking OVET yOUT ahnnMar you 
are likely to bump into lampposts' 


Ian Hamilton Fazey 



THIS IS a good time of year to 
! be visiting Cumbria. The 
| chances at rain are much as 
they are in any other season, 
but the autumn colours in 
Lakeland are the best, the 
crowds have receded, and there 
is an air of mellowness which 
becomes the ancient,- weath- 
er-beaten fells, and the stone- 
walled faraia and villages. 

If yon do go, yon will be 
pleasing the Cumbria Tourist 
Board which is trying to 
spread the tourist season away 
from the summer peak. And 
that matters, because Lake- 
land’s problem is increasingly 
one of overuse: too many cars, 
feftwalkers and speedboats. 

Not that fids year has seen 
much increase in those pres- 
sures. The CTB’s mid-year sur- 
vey showed fewer than a third 
of tourism businesses enjoyed 
more custom flap hut year. 

"The recession has certainly 
bitten up here, though I think 
Cumbria is holding up better 
than most," says Mrs Judy 
Johnson who runs holiday cot- 
tages at CartmeL 

In a typical year, people 
make about 2.75m trips to 
Cambria and spend over 
2300m. The average holiday is 
12 days. These figures include 
about 250,000 foreigners who 
pass through for a night or 
two. Tburism now ranks num- 
ber two In the county after 
manufacturing, surpassing 

farming which Is ill dwriiwt - 

itself a matter of concern to- 
the tourist industry. 

Cumbrian tourism faQ« fain 
two broad categories: the cen- 
tral area with the beauties of 
the Lake District, the out- 
lying areas with fewer obvious 
charms but modi eagerness to 
share in the benefits. 

The CTB's policy is to try 
and sustain the gr o wth of the 
industry, though without 
harming the very attractions 
that people come to see. Some 
might feel that that is an 
impossible task. On a hot 
August week-end traffic can 





In autumn, the Lakeland colours are at their best and there is an air of mellowness 


come to a virtual standstill, 
while anyone struggling to the 
top erf the Old Man of Coniston 
might just as well be standing 
on Brighton beach. 

. The resulting wear and tear 
can be considerable. The 
National Park is working with 
local authorities on a traffic 
management project. Large 
maintenance works are nmtor 
way to repair fellside trails, 
and conserve lake and river 
shores. A row is also rumbling 
over plans to impose a lOmph 
speed Hmtf qn rjiw Winder- 
mere to limit noise. 

Other attacks on the envi- 
ronment can seem more gratu- 
itous. A notorious case is the 
plan to build a wihdfann on 
Kirkby Moor overlooking 
Ulverston. This site, admit- 
tedly -on the fringes of the 
District but nonetheless promi- 
nent, Is to be dotted with 12 
giant windmills to produce 
electricity at a time when the 
Mg national generation compa- 
nies are closing down plant 
because of a capacity surplus. 

One way of dealing with the 


pressure from tourism is to 
encourage people to come at 
different times, or visit more 
out of the way places, such as 
the Eden Valley to the east, 
Carlisle to the north, and Cart- 
mel and Furness to the south. 

An area that is keen to 
attract more visitors is the 
west, which has been badly hit 
by declining industries but 
enjoys none of the benefits of 
communities dose to the M6 in 
the easL An ambitious pro- 
gramme To raise the number of 
visitors by 5 per cent a year 
during foe 1990s and to create 
1,000 jobs is ahead of target 

"Even though we’re in reces- 
sion, the numbers are grow- 
ing," says Joan Ellis of the 
West Cumbria Development 
Agency. The region's appeal 
indude the western lakes and 
fells, the seaside and specific 
attractions like Muncaster Cas- 
tle and the Ravengiass minia- 
ture railway. A surprising hit 
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facility - once denounced as a 
blight by the local tourist busi- 
ness - which now draws 


150,000 visitors a year with its 
open-door policy. 

The quality of Cumbrian 
tourism depends a lot on fixe 
strength of local support- As it 
becomes more of a year-round 
business, it provides more 
secure employment, and efforts 
are being made to improve 
training of staff and involve 
local communities. 

But Cumbria's form popula- 
tion is shrinking - specially in 
foe uplands - as the econom- 
ics of Lakeland agriculture 
deteriorates because of tight 
prices and production quotas. 
The fear is that as the forming 
community dwindles, so will 
the well-cared-for appearance 
of the Lake District itself. 

To combat this, the county 
last year launched the Upland 
Cumbria Initiative, a fund to 
help fanners maintain the fab- 
ric of the area by repairing dry 
stone walls and improving 
footpaths - something they 
previously did as a “free" ser- 
vice. 


David Lascelles — 


Chris Tighe investigates the nuclear industry 


Stewart O- 


Thorp jobs bubble bursts Chea| 


KEEN GARDENER though he is, Mr Terry 
Byrne is spending more time these days 
than he would wish among his plants. 

Last month, he became one of the thou- 
sands being made redundant as construc- 
tion work at British Nuclear Fuels’ Sella- 
field site winds down. 

At 53, Mr Byrne, who lives in nearby 
Egremont thinks his only hope of working 
again lies in possible future Sellafield 
developments. Prospects of finding work 
elsewhere locally are grim; ids 28-year-old 
stepson, whose construction contract at 
Sellafield ended two years ago, has been 
job-hunting ever since. 

The Sellafield nuclear waste reprocess- 
ing plant a massive, world-league complex 
In one of England’s most isolated areas, 
dominates the economy of Copeland bor- 
ough. 

More than 8,000 people are on the perma- 
nent Sellafield payroll and last year con- 
tractors on the site, carrying out an invest- 
ment programme worth £l.5m a day, 
employed a further 7,500. Even allowing 
for “travelling men" - contract workers 
hired from outside the county - Sellafield 
was employing more than one in three of 
Copeland’s workforce. 

But this figure is now nosediving as 
construction work, especially on £he new £ 
2£bn Thermal Oxide Reprocessing Plant 
(THORP), due to begin operating commer- 
cially next year, tails oft 

Contract construction employment at 
Sellafield, already down to 4,700 in mld- 
1992, is expected to drop to L600 by foe 
end of 1993. As this bubble bursts, it Is 
I becoming clear that SeUaflekl's presence 
has been masking serious deficien c ies in 
the local economy. 

To make matters worse, the construc- 
tion rundown has coincided with closure 
of some significant local employers and 
the collapse of newer companies which, it 
had been hoped, would diversify West 
Cumbria’s employment base. 

“Our failure rate this year will be worry- 
ingjy high," says Mr Alan Williams, busi- 
ness manager of the West Cumbria Devel- 
opment Fund, set up by Copeland, 
Afterdate and Cumbria cou nc ils and BNFL 
to try to diversify the local economy. Four 
companies, employing in total more than 
100, have closed since March forcing the 
fund, into which BNFL puts Elm a year, to 
write off £250,000. 

A number of others which the ftmd has 
assisted are “on the edge”, says Mr Wil- 
liams. “It’s extremely frustrating, it’s 
undoing a lot of the work we’re doing," he 
says. “With the BNFL lay-offs, the size of 
the problem is such that it can't be 
resolved simply by business development; 
there’s got to be a significant level of 
inward investment" 

That view is widely shared in Cbpeland. 
Ironically, it was Sellafield employment 
which contributed in the 1980s to keeping 


down Copeland’s jobless figures, resulting 
in loss of development area status in 1983. 
Since then, says Mr Bob Metcalfe, the 
council's development and services direc- 
tor, Copeland's sole new inward Invest- 
ment of any size has been a Scottish super- 
market. 

Chemicals manufacturer, Albright and 
Wilson, foe borough’s second largest pri- 
vate sector employer, is in Whitehaven. 
Now American-owned, the company has 
shed jobs recently but invested heavily, 
spending £20m over the last three years 
alone, largely on effluent discharge reduc- 
tion. Its Marchon works, dominating the 
Whitehaven skyline, provides L200 much- 
needed jobs; a recent advertisement for 
two £3-an-hour part-time canteen staff to 
fry chips for the nightshift yielded 400 
applications. 

Works director John Markham says 
Copeland’s economy is fragile, even 
though it has companies at the leading 
edge of techn ol ogy. 

The problems have various causes, one 


Contract construction 
employment at Sellafield Is 
expected to drop to 1,500 


of which is poor transport infrastructure. 
The main A595 running down the coast is 
in parts little more than a country lane; 
the M6 motorway is an hour's drive from 
Whitehaven, on very variable roads. A 
one-day return visit to London for a Cope- 
land-based businessperson Is extremely 
difficult, and foe A66 trip across foe Fen- 
nines to the Al can be tortuous, especially 
for heavy lorries. 

Another difficulty has been competition 
from Workington which has development 
area and enterprise zone Incentives. Local 
economic development bodies are pushing 
for development area status for the White- 
haven travel to work area, too. Its jobless 
rate, they predict, will rise from 9.6 per 
cent now to 16.5 per cent at the end of 
1993. largely due to foe Sellafield construc- 
tion rundown. 

History, too, has bequeathed problems. 
Having moved from dependence on extrac- 
tive industries, now largely defunct, to 
reliance on Sellafield, Copeland has little 
tradition of enterprise culture, its 1991 6.4 
per cent self-employment rate compares 
with 10.4 per cent for Cumbria overall and 
11.2 per cent for foe UK. 

Cumbria's lack, prior to this autumn, of 
higher education facilities has also led 
many of its brightest young people to 
leave foe area. The new Westlakes science 
and technology park, just south of White- 
haven, aims to reverse this brain drain, 
and to build on the purchasing power of 
Sellafield and its technology transfer 
potential by offering an attractive base for 


knowledge-based companies. 

The first phase is 60 per cent occupied 
but has so for brought in only (me busi- 
ness from outside Cumbria, south coast 
e n gi n ee ri ng company Gravatom. a BNFL 
supplier. 

BNFL is heavily committed to Wes- 
tlakes. It has re lo cated its cytogenetics 
and analytical services departments to a 
new £6m laboratory complex in foe park 
and invested £0.B75m in the business space 
development. The Rural Development 
Commission has also spent £0B75m, its 
largest-ever single investment, and £Llxn 
has come from foe European Community. 

BNFL is also spending rag " ? on a new 
research institute at Westlakes. Headed by 
Dr Roger Berry, formerly BNFL’s director 
of health and safety, foe institute atmg to 
become an independent unit, working for 
BNFL and other clients as a centre of 
e xcellence for the study of genetics, bio- 
technology, occupational health and envi- 
ronmental subjects. 

The institute’s first graduate students 
arrive this month; Dr Berry, who is pursn- ■ 
fng research contracts, is establishing 
links with Lancaster and Newcastle Uni- 
versities and has recruited microbiologist 
Professor Derek Ell wood from Durham. 
University to join the Westlakes research 
team. 

BNFL's importance in West Cumbria" 
cannot be overestimated but its presence 
has negatives too. Local economic develop- 
ment bodies mostly deny Sellafield exerts 
a deterrent effect on potential Inward 
investors, but Copeland co uncil 's Mr Met- 
calfe describes the nuclear industry as a 
double-edged sword. While it is the bed- 
rock of foe local economy and a po tential 
attraction to some companies, he says he 
has evidence of industrialists who have 
decided not to come, or have withdrawn 
investment, because of it 

Copeland people have generally- 
deluded Sellafield against what they see 
p ul-informed attacks by environmental-/ 
ists and outsiders. But feelings are more 
mixed about the underground nuclear 
waste repository proposed by Nirex, a 
nuclear industry body which does not' 

«*** l*cMy in which 

Why, many locals are asking, should 
they be expected to shoulder a national, 
indeed international, problem which other 
com m u nit ies in Britain have vociferously 
fought off, and yet still suffer dufiHmt 
infrastructure? 

If the repository goes ahead, it promises 
to create 3,000 temporary construction' ' 
jote, and up to 400 for operators on com-- 
pletkm. 

Sefore then, however, stretch years of ' 
controversy and emotive publicity abbot 
the burial of radioactive waste deep under- 
ground. tt is Just foe publicity Cotwland: . 
could do without 
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¥ Small dividend from peace for Barrow, says Ian Hamilton Fazey 
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COPING WITH unemploy ment 
in Barrow-in-Purness "israther 
like trying to fill a bath slowly 
with the plug out. Jobs are 
dralningaway at a. fester rate 
than they can be replaced, and 
there is little prospect of get- 
ting the plug In forborne time. 

-- ft was the end of the Cold 
War that pulled the plug; two 
years agp. Barrow is the home 
of. VSEL, Britain's nuclear sub- 
marine shipyard. The former 
Vickers company,. .privatised 
from British Shipbuilders in 
the Thu<M980s, .Uved o£E the 
threat from the Soviet Bloc. 

Once this was removed, the 
switch In national defence pol- 
icy. from deterrence tomainto 
nance wiped but much of the 
demand lor VSEL*s skills. 
Britain’s planned Beet of 28 
nuclear submarines and 12 
powered by diesel-electric 
motors was cut to 12 and four 
respectively. 

Of the latter, one was 
already being built at Barrow* 
and the other three at Camm eD 
Laird on Mexseyslde, a VSEL 
subsidiary, so these were the 
end of the diesel-electric order 
book. To complete the nuclear 
fleet, there remained a need for 
only four new vessels to cany 
Trident missiles - and these 
are all that is Left for Barrow to 
build now. 

The effect has been devastat- 
ing for the Furness area of 
Cumbria, where the local econ- 
omy is dominated- by VSEL. 
Scott, the tissue p&permaker 
best known for Andrea toilet 
rolls, is the second largest pri- 
vate sector employer and has ‘ 
about 400 people. At peak, two 
years ago, VSEL employed 
14,500. .... 

Even now, with the work- 
force set to fell to just under 
8,000 at Christmas, VSEL 
remains a giant - and it still 
will be when the company has 
slimmed down to 5J0OQ within 
the next two yean. 

However, HMS Vanguard, 
the first of the Trident boats, 





Captain John Green, Barrow manager of Asaocatftd British Ports, at his now £25m dock gates, 
widened at government expense to allow Trident submarines to sail from the dockyard to the 
sea. Bigger surface ships can now get into Barrow, improving trading prospects for exporting 
bulk roadmaking materials, such as stone and slag. (Picture: Mike Arron) 


was rolled out earlier this year 
and is due to sail to Scotland 
for sea trials this month. The 
next two submarines - Victo- 
rious and Vigilant - are in 
production at roughly 18- 
month intervals behind Van- 
guard, while parts of the fourth 
boat, still unnamed, are in the 
pre-assembly stage. The total 
programme will therefore guar- 
antee the 5,000 jobs only to the 
end of 1994. 

VSEL had hoped to bottom 
out at about 7,000 jobs. It 
hoped to diversify partly by 
making more land armaments 
- notably its self-propelled 
howitzer - and transferring 
skills Into production of off- 
shore components for the oil 
industry. To get a foothold, 
VSEL bought Seabord Lloyd, a 
well-head manufacturer. 

The recession, however, has, 
at best, deferred prospects of 
breaking into new markets in a 
big way. Furness Enterprise, 
the local regeneration agency, 
has had to accept the 54)00-job 
figure and plan accordingly. 


Mr Harry Knowles, the agen- 
cy’s chief executive, says: *Tn 
the past two years alone we 
have had an increase of 117 per 
cent in people out of work. Our 
forecast is that 12,000 jobs will 
be lost in the community over 
five years. Unemployment was 
4.6 per cent in 1990 and is 8^ 
per cent now. It wifi be 15.4 per 
cent by the end of 1993 and will 
rise to 18 per cent in 1994.” 

VSEL’s impact goes well 
beyond the immediate casual- 
ties. Its workers are highly 
paid, not feast because 70 per 
cent of them have professional 
q ualificat ions or levels of skill 
which took years to acquire. 
They have long provided Bar- 
row with a strong tax base and 
exercised considerable local 
spending power. Moreover, 
every one job within the ship- 
yard is thought to support at 
least two more outside. 

Furness Enterprise, which is 
sponsored by VSEL, Scott, the 
Rural Development Commis- 
sion, English Estates, the 
Department of Trade and 


Industry, Cumbria Training 
and Enterprise Council and the 
district and county local 
authorities, has set itself an 
ambitious target - 5,000 Job 
opportunities over 10 years. 

However, tins will still leave 
the community at least 7,000 
jobs short when compared with 
1990. The key to achieving the 
target, or better, will be to find 
advanced industries looking 
for the highly skilled, adapt- 
able labour on hand. 

Mr Knowles says: “We need 
a focused approach to make 
sure skills for advanced indus- 
tries are not lost We will pre- 
vail - provided we get the 
right sort of partnership with 
central government We don’t 
see this as government inter- 
vening in the market economy, 
or giving us a crutch. But we 
do need full development area 
status so that we can compete 
equally with other areas." 

He would also like to see 
some sort of agency to help the 
private sector shoulder some of 
the risks associated with diver- 


Stewart Dalby visits Carlisle, the Cumbrian capital 

Cheap costs, high living 


CARLISLE, THE county 
headquarters of Cumbria, was 
an important staging post for 
the Romans and the Normans, - 
and- then -a strategic pawn in 
the wars between Scotland and 
England before Edward I 
finally won it back for England 
in the 13th century. It was 
from Market Cross, which still 
stands in the city centre, that 
Bonnie Prince Charlie pro- 
claimed his father King of 
England in 1745. 

Despite its pivotal and turbu- 
lent history, its geographical 
position has told against it in 
recent times, ft sits in the mid- 
dle of a sparsely populated hin- 
terland and roads erf varying 
quality put it a long way in 
terms of time from Barrow, 
Cumbria’s second largest 
urban concentration. 

In the past decade, however, 
Carlisle has flourished and 
grown as a regional centre. 
During the 1980s there was a 
small but steady increase in 
population to the present 
' 107,000. A population of 500,000 
lies within 60 minutes driving. 

Throughout the 1980s unem- 
ployment ran below the 
national average and at 8 per 
cent currently, remains so. In 
1 989 Henley Centre for Fore- 
casting predicted growth in the 
1990s, although recession will 
not have helped the city 
achieve it 

Mr Roger Bodden spokesman 
for the Carlisle City Council 
says: “Carlisle comes as a sur- 
prise to many visiting busi- 
nessmen. They arrive expect- 


ing to find the mythical north, 
a land of industrial decay, an 
unemployment blackspot with 
all the attendant problems. 
What they find is a buoyant 
economy in an attractive his- 
toric city.” 

- The reasons are twofold. 
First, there is a diversity of 
manufacturing which has 
lazgely survived the two reces- 
sions of the past decade, albeit 
contracting in some cases. Sec- 
ond , Carlisle has developed ser- 
vice industries, particularly 
retailing and tourism. 

The two largest private sec- 
tor companies are in food pro- 
cessing. Cavaghan and Gray is 
best known for supplying 
quiche and recipe dishes to 
Marks and Spencer. United Bis- 
cuits Carlisle paint is famous 
for Carr’s water biscuits 
among other thing s. 

Cavaghan and Gray has 
reduced the numbers it 
employs to around 1,700, but 
Mr Howard Sims, the chief 
executive, says this is because 
of productivity gains. Other 
large employers include Pirelli 
and CMB Promotional Packag- 
ing, formerly Metal Box. 

There is also Eddie Stobart, a 
large private distribution com- 
pany. These companies provide 
a diverse, reasonably safe, 
employment base in manufac- 
turing. Employment in manu- 
facturing is just below 24 per 
cent of the workforce, about 
the national average. 

The service sector has seen 
most employment growth. The 
city council has promoted 
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retailing, supporting develop- 
ment of the Lanes shopping 
precinct in 1985 and the refur- 
bishment of the Victorian cov- 
ered market in 199L The sector 
now employs 10 per cent of the 
workforce. 

By 1990 Carlisle had just 
under 2m sq ft of retailing 
space, much of it built in the 
late 1970s and 1980s. Of this, 
nearly 9004)00 sq ft is devoted 
to consumer durables and 
509,000 sq ft to convenience 
goods. 

The amount devoted to con- 
sumer goods is significant, 
since shoppers would other- 
wise have to go to Newcastle. 
As a retail centre for Cumbria 
ami the Scottish borders, Car- 
lisle benefits from the M6 
extension nearly into the city 
in the 1970s. It also helps that 
people generally in the region 
have lower mortgage commit- 
ments than in the south of 
England? 

A city council survey found 
Carlisle the 20th cheapest place 
in which to live of 110 UK 
towns. It also found that an 
average Cumbrian family can 
maintain tha same s tandar d of 
living for less than two thirds 
of the cost of living in the 
south-east 

Tourism has also grown 
quickly. Carlisle estimates that 
between 1987 and 1989 jobs in 
the tourism industry increased 
by 80 per cent and now 
account for 9.5 per cent of the 
workforce. 

To encourage growth, the 
council recently spent £5m on 
the Tullle House Museum, 
which portrays the turbulent 


history erf the borders region. 
The cathedral and the Norman 
castle are also being promoted. 
Ontside the city, Hadrian’s 
Wall is nearby and the Lake 
District is close. The policy 
seems to be working: Carlisle’s 
number of visitors has risen 
from tens of thousands in the 
early 1980s to 300,000 a year 
now, spending about £S0m. 

A new development is the 
establishment by the Univer- 
sity of Northumberland, for- 
merly Newcastle Polytechnic, 
of a Carlisle campus in the 
heart of the historic city. The 
first 80 students are now arriv- 
ing ami numbers wifi rise to 
250 next year. 

Mr David Beaty of the city 
planning department expects 
the campus to bring all kinds 
of spin-offs. “We will have a 
student population with pur- 
chasing power. Eventually we 
would hope to keep some grad- 
uates In Carlisle,” he adds. 

There are already a n umb er 
of large solicitors and accoun- 
tants in the town and in recent 
years building societies and 
banks have established 
regional or at least sub-re- 
gional offices. 

To attract more inward 
investment, the council has 
identified 64 acres of land for 
industrial use. The perceived 
peripherally of Carlisle is an 
admitted problem and there 
are worries that there will be 
no direct rail link with the 
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But these weaknesses are off- 
set by the cheapness of the 
area, in terms of wages and the 
cost of land. 


PROGRESS + 
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British Steel Track Products, manufacturers of rails and track 
products, leads the world in rail technology and exports more to 
more countries than any other rail produces 
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Telecom Industries. 


Engineering and Robotics 
services. System design, 
assembly, test, trials, 
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application of remote 
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sifi cation from defence mar- 
kets - a similar principle to 
what has been done in dock- 
lands or inner cities through 
the various forms of the urban 
programme, or in coal and 
steel closure areas. 

There, reduction of risk for 
developers - through govern- 
ment paying for land assembly 
and reclamation - has proved 
a powerful lever of even larger 
resources from the private sec- 
tor. 

Mr Knowles thinks some- 
thing comparable should be 
done in a swords-to-plough- 
s hares programme, as has been 
the case in the US. It would not 
just be for giants like VSEL; 
another local defence contrac- 
tor is the family-owned Oxley 
Developments, an advanced 
electronic ceramics specialist 
employing 250 and taming 
over about £10m a year. 

Oxley's military technology 
- which has gone into things 
like infra-red night yjslon 
lights to stop blacked-out US 
and UK combat helicopters 
crashing into each other in the 
dark - is transferable to any- 
thing using microwaves. In 
such fields as telecommunica- 
tions, satellites, mobile radios 
and fibre optics. 

Dr Geoff Edwards, the man- 
aging director, says the com- 
pany can more than hold Its 
own against Japanese competi- 
tors from a technical view- 
point, but needs to scale up its 
production resources to win a 
viable share as the world mar- 
ket develops for electronic 
ceramics. He needs further 
funding of £lm and does not 
want to increase borrowings or 
lose independence. 

There are also bigger ideas 
on the horizon for the ship- 
yard. The DTI sponsors a mari- 
time technology centre which 
is looking into using new mate- 
rials tO Tnnlrp cargo ships - 
learning from the anti- turbu- 
lence technology that makes 
submarines go faster - or 
developing giant submarine 
cargo vessels which could tra- 
verse the oceans on autopilot 
But such things are years 
off. There are no quick solu- 
tions - only quick problems. 
The speed of collapse of the 
defence market could not be 
remotely envisaged in 1969. 

An evident abundance of 
goodwill, determination and 
community spirit means all 
sides are faring the problem 
squarely, bnt the hiatus 
between putting the plug back 
in the bath and opening the 
taps wider to fill it quicker is 
going to be very uncomfort- 
able. 


Chris Tighe reports from down on the farm 

Soil appeal wanes 


IN THE LEAFY driveway 
beside the farmhouse, two- 
year-old Brook Wannop is 
clambering into his toddler- 
sized plastic tractor. 

Nearby, a contented tup, 
resting after a blissful month 
in a field with 500 ewes, is non- 
chalantly nibbling the grass. 

The cows are mooing, the 
limpid sun dapples the autumn 
leaves; it is the sort of scene 
that makes city dwellers long 
for the good life. 

But Brook’s father Alistair, 
the National Farmers’ Union 
Cumbria county chairman and 
the third generation of Wan- 
nops to farm this land near 
Carlisle, hopes his son will 
study for a profession, if only 
as a second string to his bow. 

Throughout Cumbria, a 
county where farms are typi- 
cally small and family-run, the 
tradition of sons following 
fathers into agriculture is 
weakening, he says. 

Tm about the last genera- 
tion which has really gone into 
ft in a big way,” says 30-year- 
old Mr Wannop. He has no per- 
sonal complaint about his 
choice; dair y farms such as his 
are by far the most buoyant 
sector of Cumbria’s agricul- 
tural economy. 

Even so, his farm’s 5 per cent 
return on capital employed is 
not sparkling, given the effort 
and constant commitment 
involved in running a 900-acre 
farm with 280 cows. And for 
many Cumbrian tanners, run- 
ning lowland livestock hold- 
ings OT u pland hill faring, warn. 

fags are meagre and prospects 
poor. 

“The dairy farmer In the 
county has high overheads but 
a high return; the hill man has 
a low return but lower over- 
heads," explains Mr W anno p 
“The lowland livestock farmer 
tends to get the worst of both 
worlds; he has relatively low 
Income but hig h overheads.” 

Cumbrian agriculture is 

dominated by dairying, beef 

and sheep; in 1990 it bad 6, 38 3 
holdings providing direct 
employment for 14,600, nearly 
4,000 of whom were spouses or 
other family members. 

According to Cumbria 
county council, net farm 
income in- the county’s less 
favoured area - virtually all 
its upland - averages only 
around £10,000 annually and is 


expected to fall further fa real 
terms in the 1990s. in 1989/90, 
some livestock farmers 
depended on grants and subsi- 
dies for up to 95 per cent of 
their income. 

During the 1980s, Cumbria's 
agricultural employment 
dropped by nearly 900, yet this 
has not triggered a large exo- 
dus from the land. Instead 
Cumbrian farmers seem to 
have resorted to cost-cutting 
and ingenuity. 

During the decade, the num- 
ber of frill-time hired workers 
dropped by 34 per cent; num- 
bers of full-time fanners 
dropped by 11 per cent but the 
proportion of part-time fanners 
rose by 22 per cent. Even 
before the government started 
urging diversification, Cum- 
brian farmers bad begun 
exploring its potential, often by 
hiring out themselves and 

The tradition of sons 

following fathers Into 
agriculture is weakening 

their machinery on a contract 
basis. 

Mr Wannop believes more 
than half the county’s farmers 
rely on income from diversifi- 
cation, ranging from bed and 
breakfast to wind farms. 

Still, times are tough. “Many 
are borrowing deeper and 
deeper from the banks, selling 
off the odd asset, doing ' more 
outside work," he says. “I don't 
think there’s any fat to be cut 
in the agricultural industry." 

According to Rural Develop- 
ment Commission projections, 
Cumbria's agricultural sector 
is expected to lose 1,360 
full-time jobs fa the 1990s; indi- 
rect job losses are likely to 
double this figure to 2,720. 

The implications for Cum- 
bria’s fanning communities are 
clearly grim and the county is 
trying to attract European 
Commission funding. 

The impact of job losses on 
this scale should excite con- 
cern, too, among the millions 
of visitors from Britain and 
overseas who each year pour 
into the county, and especially 
the Lake District, to admire 
the scenery which faming has 
helped create. 

Lakeland farmers’ hopes 
were raised last autumn by the 


government's announcement 
that it was considering declar- 
ing the Lake District an envi- 
ronmentally sensitive area. 
The proposal promised finan- 
cial support for farmers carry- 
ing out fin vironmen tally- 
friendly work, such as drys- 
tone walling, and following 
less intensive methods. 

But now it is rumoured that 
tight constraints on the latest 
public spending negotiations 
may cause ESA status to be 
shelved. “If it's abandoned it 
will be a tragedy not only for 
those farmers and their fami- 
lies but also for the Lake Dis- 
trict landscape itself and the 20 
million people who visit every 
year," says Mr Wannop. 

On this matter, tourists and 
fanners have common cause, 
but even though tourism has 
provided a valuable means of 
diversification for farming fam- 
ilies, it has also imposed 
strains on the rural fabric, 
including its housing stock. 

fa the Lake District national 
park, where strict planning 
controls Inhibit new building, 
demand for holiday homes, sec- 
ond homes and retirement 
properties has priced many 
modestly-paid locals out of the 
market. 

A recent survey by the RDC 
and South Lakeland District 
Council revealed that nine out 
of 10 people irn the council’s 
housing list could not afford to 
buy a home locally. Fewer 
than 10 per cent had an annual 
income of £16,000, yet fa Sonth 
Lakeland a three-bedroomed 
semi in need of modernisation 
could be marketed for £135,000, 
said the report Rents, too, 
were affected by tourism. ‘ 

A contraction of general 
shopping facilities, in favour of 
tourist-related enterprises, was 
also recorded fa a survey last 
year by Voluntary Action 
Cumbria. And like many rural 
communities, Cumbria's coun- 
trydweUers are also tussling 
with problems of scant public 
transport, and Of maintaining 
vital rural facilities like local 
schools and village halls. 

This, though, is only part of 
the story. For many Cum- 
brians, farming exerts a pull 
which goes far beyond econom- 
ics. Young Brook Wannop may 
yet fa 20 or so years' time, be 
rtimliing into his own, fuHsize 
tractor. 
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Opera 

‘Flute’ 
revived at 
the ENO 

At the Coliseum, John 
Abulafia has revived Nicholas 
Hytner’s Mozart production 
with a sure hand. And perhaps 
an inventive one, too - there 
are telling bits of business 
that I had not remembered, 
and in any case he had to 
accommodate a new pair of 
royal principals and a new 
trio of Ladies. The gist of the 
original production remains 
intact: light touch, plenty of 
unexpected details to refresh 
jaded appetites, attentive 
sympathy with the whole 
unlikely tale. 

Neither Bob Crowley’s coolly 
elegant designs nor Nick 
Chelton’s clever lighting have 
faded by one jot. If Jeremy 
Sams’ translation Is too 
sophisticated to answer very 
closely to Schikanederis 
original text, Its knowing 
charm is nicely apt here. So 
is the contribution of Nicholas 
Kraemer, the new conductor, 
who favours swift, 
U period"-consciou5 tempi 
(almost too swift for his 
orchestra in the overture) and 
yet ensures that each of the 
little epiphanies gets full 
value. - 

The current cast is 
admirably even and unstarry 
tho ug h voice-fanciers will be 
in no doubt about the 
stand-out performances. Those 
were Richard Van Allen’s 
Speaker, soberly, beautifully 
sung (and enunciated), and 
the irresistibly fresh and eager 
Pamina of G Ulian Webster, 
whose sculpted line - really 
distinguished in her G mino r 
aria - carried no hint of a 
cut-glass tinkle. 

As Sarastro, John Connell 
managed only ghostly 
lowest-bass notes: a slight 
cold, maybe. In middle 
register he offered 
co mmanding warmth and 
openness, and acted the tetchy 
sage with a touch of 
self-satisfied mischi ef- For the 
Queen of Night, Nan Christie's 
once bell-like tone has begun 
to spread a bit but her plucky 
attack on the coloratura 
heights was exciting - much 
enhanced by fine- flamboyant 
histrionics where most Queens 
are content to stand and 
deliver. Alan Ople's Papageno 
is an amiable bear now, full 
of character but a degree 
glummer than be used to be. 

At the cost of some tight 
closed timbre, Paul Nilon’s 
Tamino manages to be 
staunchly stylish. As the 
evening goes on, he makes an 
ever deeper mark. The new 
Three Ladies are Janice 
Watson, Susan Btckley and 
Therese Feighan, well matched 
both musically mid 
dramatically; without any 
vampish mugging they convey 
both sexy sparks and comic 
malevolence. Geoffrey Pogson 
makes a ripely plummy 
Monostatos, and Mary Hegarty 
a tough but fetching 
Papagena. The Three Boys 
h ere (who will alternate with 
a second trio throughout the 
run) didn’t rise vocally to 
angelic heights, but they were 
appealingly concerned and 
musically secure. Mostly, this 
Flute still gives unalloyed 
pleasure. 

David Murray 


In repertory at the English 
National Opera until 
November 13; revival 
sponsored by Doited Airlines 


Tales from Tasso 

Patricia Morison visits the 
Birmingham Poussin exhibition 


I f the Prime Minister and his 
colleagues sought balm for 
their troubled souls this week 
in Birmingham, they did not 
have far to go. Just as the EEC cav- 
alcade arrived at Birmingham, an 
exhibition opened at the city's Art 
Gallery which includes no less than 
15 works by the 17th-century master. 
Poussin. Dangerous Liaison : Po us- 
sin's “ Tancred and Erminia" in Con- 
text brings together some of the best- 
known and most beautiful master- 
pieces of Poussin's early career. 

The exhibition’s creator is Richard 
Verdi, Director of the Barber Insti- 
tute, Birmingham University’s mag- 
nificent art collection which is now 
re-emerging after many years or 
obscurity. Verdi was the moving 
force behind the remarkable Poussin 
and Cezanne exhibition some years 
ago in Edinburgh. This further hom- 
age to Poussin is a great achieve- 
ment - not least becaose paintings 
from France. Russia, and Canada 
have been brought to Birmingham 
without a penny being found from 
sponsors. 

The starting-point is simple, a 
reminder of the prominent place that 
now-forgotten tides of Tasso occu- 
pied among the repertoire of sacred 
and secular themes in 17th-century 
history painting. The first room is 
something of a hotchpotch of history 
painters selected from the two Bir- 
mingham collections. It ranges from 
a neurotically vibrant ‘Execution of 
John the Baptist” by Schiavone to 
‘St Andrew Praying Before His Exe- 
cution” by Carlo Dole! and Jan 
Steen’s convivial scene of Esther 
denouncing Hamon at King Ahasu- 
erus's dinner-table. 

The second room is what really 
matters. Here we find the two 
astoundingiy beautiful “Tancred and 
Erminias”, one from the Barber and 


the other from the Hermitage m St 
Petersburg. They hang next to the 
first theme Poussin took from Tasso, 
the famous Dulwich "Rinaldo and 
Armida". What a heavenly trio of 
paintings they make! Here, at a 
gianwi are the p ainting s which wifi 
dispel the common view that Pous- 
sin is a chillingly cerebral artist 
whose appeal is strictly to intellectu- 
als. 

Underlining this point, to their left 
hangs an earlier masterpiece of the 
late 1620s, the Caen ‘Venus and 
Adonis”. In this painting of melan- 
choly suffused with warm sensual- 
ity. a naked goddess kneels in tender 
solicitude by the beautiful body of 
her dead lover. Beside this, showing 
just what a mastery of dramatic 
effect Poussin had achieved, is the 
‘Deposition of Christ from the 
Cross” from the Hermitage. It counts 
as one of the most heart-rending 
realisations ever painted of this sub- 
ject, and for it alone, the trip to 
Bir mingham is a must. 

Here again, albeit pitched in an 
infinitely more intense and sombre 
key, is a woman lamenting over the 
body of a man as the Virgin wrings 
her hands over Christ as the Evange- 
list struggles to support his body. A 
crouching putto leans its cheek 
against Christ's shin. 

Grief, charity, love: these three 
emotions are evoked once again in 
the Tancred and Erminia scenes. We 
may see in them at first sight a 
mildly erotic but hardly profound 
scene, just the sort of thing one 
would expect from Italian opera. But 
Poussin, for all his roaring, wench- 
frig first decade in Rome, was any- 
thing but frivolous when it cames to 
themes of his paintings. 

The Tancred and Erminia story 
appeared in two brief, tends 1 inter- 
ludes in Cerusalemme Uberata, Tor- 



Inspired: Tancred and Erminia’ by Poussin, belonging to the Barber Institute 

dried Christ’s feet with her hair - 


quato Tasso’s epic about the First 
Crusade. The poem appeared in 1581 
and became a best-seller- Poets, 
painters and musicians took inspira- 
tion from it. readers borrowed the 
names of its heroes and heroines for 
their children. 

Opposite Poussin’s two versions 
hang further Tancreds and Erminias 
as visualised by Poussin’s contempo- 
raries in Rome; Guercfno, Pietro da 
Cortina, and by his admirer, Pier 
Francesco Mola, the last a ravish- 
Ingly pretty painting from the Lou- 
vre. Mola, imitating Poussin, chose 
the most dramatic moment of the 
story. 

The noble warrior Tancred is 
grievously wounded in single com- 


bat with the giant Argantes. Enter 
his squire and the Saracen princess 
Er minia, his fair captive who loves 
him but has not a chance because he 
is pining after her best friend, Clor- 
rnria Er minia renders first aid to her 
lover but runs out of bandages once 
she has used her veil. 

“But love could other bands, 
though strange, provide. And pity 
wept for joy to see that deed...” 
Erminia sacrifices her crowning joy, 
her ‘amber locks”; As read, this 
comes across a strongly sexual 
motif, given the ancient symbolism 
of hair. But Tasso's poem was an 
explicitly Christian allegory on the 
triumph of the Church. Erminia's 
gesture echoes the Magdalene who 


Mola brings this out in his version 
frith the little box on the rock, a 
reminder of the Magdalene’s jar of 
ointment. Pagan Erminia, like the 
prostitute Magdalene, is a sinner and 
she, too, will surely be redeemed. 

The exhibition shows how in for- 
mal terms, Poussin’s grouping of the 
figures in his Tancred and Erminias 
echoes a Lamentation over the dead 
Christ. Erminia is the Magdalene, 
and she is also the Virgin im her 
traditional blue robe. In the Birming- 
ham picture Erminia in her bare 
shouldered dress is something of a 
maenad. She saws frenziedly at her 
hair with Tancred's sword, whereas 
in the earlier, more tender and beau- 


tiful Hermitage version (a point on 
which Verdi insists) we have no 
doubt the amber locks will yield to 
the blade as easily as silk threads. 

Tasso never actually says what 
happens to the pair, once Tancred is 
safely back in camp with his res- 
cuer. Poussin uses his putti in the 
Birmingham picture to hint at the 
eventual happy outcome. They float 
aloft, one garlanded with presum- 
ably nuptial flowers, both armed 
with the burning arrows of love. 
Erminia will convert to Christianity 
and they will be happy together. 
Charity and self-sacrifice bring their 
own reward. That, surely, is the 
deeper reading Poussin intended for 
his tales from Tasso. 


I 




Theatre 


Ballet/Clement Crisp » 


Two Gentlemen of Verona and Lermatov’s Last Dream 


Throughout David Thacker’s RSC 
production of Two Gentlemen of 
Verona at the Barbican - before, 
during scene-changes, and at the end 
- there occur classic popular songs 
from the jazz/swing era. Great songs: 
"Nice Work if you Can Get it”, ‘And 
Then My Heart Stood Still,” ‘Blue 
Moon,” *Tn the Still of the Night” 
and more. But will not some people 
in the audience go home thinking 
that Shakespeare wrote them? 
Worse, will not some people miss 
them if ever they see Two Gents 
again? Nobody would claim that this 
is Shakespeare's best play, and there 
are passages when his words seem a 
lot more remote than those of Irving 
Berlin, Cole Porter et aL 

But those passages are not fre- 
quent This production (first seen in 
Stratford 18 months ago) Is not one 
that apologises for the play; it trusts 
it Two Gents is always light and 
urbane; at its best, it is also surpris- 
ingly touching. So it proves here. It 
is often strange how. even as the 
play reminds you of situations that 
Shakespeare handled so much more 
marvellously in other plays, you find 
yourself oddly affected. 

At the heart of the action is the 
amorous perfidy of Proteus, courting 
first Julia, then Silvia, both with sin- 
cere ardoor, even though Silvia is 
his best friend’s gfrL He is the male 
equivalent of the women in Cosi fan 
tutte, but be is also an embryo Don 
Giovanni - especially in the bal- 
cony scene, where, with Julia over- 
hearing all, he courts Silvia. In this 
staging, Barry Lynch is a beguiling 
Proteus - charming, intense, soft 
and urgent at the same time, almost 
innocent in his treachery. 

Set against his inconstancy are the 
steadfast affections of Jolla and Sil- 
via. As Julia, Claire Holman is 
rather like a young Judi Dench; the 
voice half-hoarse, half-creamy, the 


manner so vital and spontaneous. 
Josette Bushell-Mingo (who has 
moved up from the role of Lucetta 
since Stratford) is a perfect contrast 
She has a kind of gravity, elegance 
and nobility that naturally startle 
Proteus and make him forget Julia. 

The play's more broadly comic 
scenes, which are really just Shake- 
spearian rotework, work here trium- 
phantly. The dog Crab (played by 
Woolly), with his lean and dolorous 
air, comes close to stealing the show. 
And, best of all, that urbane bean- 
pole Guy Henry makes Thurio as 
vivid as any character onstage. His 
face is deadpan, his eyelids beat in 
hilarious bemusement his voice is a 
wonderfully humourless and solemn, 
and he catches exactly the essence of 
a hangover. The character he plays 
is just a hollow drone, but here he 
becomes a joy. 

Alastair Macaulay 

The French Symbolist poets were 
not alone in fighting duels with 
friends. Mikhail Lermontov, the Rus- 
sian Romantic, was killed by his 
friend Martynov on a cool July 
morning In 1841. Lermontov goaded 
his opponent and light mirth ended 
in grievous wounds. 

Harry Meacfaer’s complex, inven- 
tive biographic drama, Lermontov's 
Last Dream for Pilgrim Productions 
at the Pentameters Theatre, starts 
on that duelling field, Lermontov 
wounded, dreaming of his past life. 
The whiff of Czarist sulphur hangs 
around Lermontov’s death, but with- 
out conspiracy. It amounted to sui- 
cide at arm's length, boredom of life 
ended with a little help from bis 
friends. 

Lermontov's 27 years in Moscow 
and the Caucasus were, like the lives 
of English counterparts Byron and 
Keats, a Romantic way of death. He 



AJastalr Mbit 

Claire Holman: like a young 
Judi Dench in Two Gentle- 
men at the Barbican 

wrote poetry, but achieved fame for 
creating Russia's Byronic man Per- 
chorln, A Hero of Our Time in his 
only novel, written in 1840. The mes- 
sage: “We survive on novelty, so 
much less demanding than commit- 
ment." 

This play has Lermontov haunted 
by his own creations, controlling 
and controlled by them. Like the 
novel, Lermontov's Dream presents a 
Byronic journey of easy oaths and 
easier women; it knows that happi- 
ness looks boring and virtue unap- 
pealing. Lermontov becomes the ego 
and the id of Perchorin, sharing his 
creation’s lines by entering the pat- 
tern of lies and shocks modeled on 


Perchorin’s misdeeds. 

In Lermontov’s world, all is blank 
hypocrisy, passion a shallow con- 
cern, and social roles only for those 
who care. The characters put the 
hard questions: “Lermontov, why 
have I never been a slave to the 
women I have loved?” Learning 
about the world he has created, Ler- 
montov laces himself. 

In keeping with Lermontov's writ- 
ing, the play avoids intimacy with 
the characters. One of Perchorin 's 
lovers, Vera, declares, “I go from 
guilt to ecstasy In a single moment; 
it’s madness" but she never shows it 
happening. The wrecking of wrecka- 
ge lives and the universal duplicity 
of feeling throughout are told rather 
than shown. 

The play needs more space, more 
brooding, and less freneticism. How- 
ever, this makes bold, inventive 
theatre, with a narrative that drives 
the action forward. A simple black 
and red set, black cossack costumes 
for the men and wispy chiffon for 
the women create a visual unity. 
The acting of Harry Meacber (who 
co- directs with Kit Gerould) and 
David Middleton as Lermontov and 
Perchorin is a swift, sure inter- 
change; elsewhere, Paul Arlington. 
Gail Mactarlane and Judi Bowker 
are convincing as doctor, society 
woman and lover. 

Lermontov's Dream succeeds in 
conveying the bleak vision that 
made him a pattern for Chekhov’s 
Solyony ( The Three Sisters). He had 
written in 1838: “Knowing too much, 
lost in equivocation, our generation 
is growing old in idleness." How 
could he bear to live longer? 

Andrew St George 


The Pentameters Theatre, Hamp- 
stead, until I November (071 435 

3648) 


Dance Umbrella 


The evenings grow chill, and 
post-modern dancers huddle 
together for shelter under the Dance 
Umbrella as autumn takes bold. This 
year's jamboree began on Wednes- 
day night at Riverside Studios with 
two recent works from Siobhan 
Davies performed by her troupe. 
They are planned. I suppose, as com 
trusting aspects of her creativity. 
Make-Make is dark, constrained, and 
something of a bore. But White Bird 
Featherless is light-filled, as teasing 
as one might expect from a piece 
whose title is owed to an 18th cen- 
tury riddle, and wonderfully bold 
and inventive in movement 

Make-Moke (and what does that 
mean?) begins glumly with the 
sound of a storm, rain pouring down 
a huge plastic sheet at the bade of 
the dance area, a layered babble of 
ethnic keening as sound-track, and 
figures looming in the gloaming. We 
could be in any English holiday 
resort out of season. Where we are, 
in fact is an “island” conceived by 
Miss Davies as a pen in which to 
confine her six dancers. They make 
dull gestures and awkward mime. 
Small cells of movement are gener- 
ated, and build to a crescendo before 
the dance returns to its original anx- 
ious signallings. There is one 
intriguing duet but the choreogra- 
phy does not flatter the dancers - 
they look costive, and less than 
interesting. It was Sean Feldman 
who made the piece bearable for me. 
His style is mercurial, quick-mus- 
cled, admirably varied and vivid in 
dynamics. This bright gleam apart 
the rain fell incessantly: il pleure 
dans man coeur comme il pleat sur la 
ville is the message. 

Happily, White Bird Featherless 
showed us Siobhan Davies at her 
very best The piece is visually rav- 
ishing. A black setting has three 


looking glasses on either side of the 
dance area. Peter Mumford casts a 
chequer-board of light on to the 
floor. Antony Macdonald dresses the 
six members of the cast in handsome 
white unisex outfits (trousers; flimsy 
shirts; armoured-looking jerkins). 
The properties are cheerfully col- 
oured wooden apples, pears, pineap- 
ples. which feature in incidents that 
tease, intrigue, but never obtrude 
into the dear fabric of the dance. 
Movement is inspired and enriched 
- Siobhan Davies needs good music 
for her dances - by Gerald Barry’s 
strong score for two pianos and 
countertenor. 

The white costuming, the shifting 
squares of light, encourage a first 
impression of luminous, radiant 
action. But it is the dance , itself, at 
times buoyant and resourceful in 
mingling solos and ensembles, then 
contemplative and questioning, 
which has the brightest glow. In its 
dynamic variety, in its freshness of 
impetus, it shows Davies working at 
the very top of her considerable 
form: caught up with ideas of move- 
ment itself, and eschewing any intro- 
version, it thrills the viewer. 

The cast looked fine, with Gill 
Clark and Deborah Saxon having 
inspired some rewarding incidents. 
But It was Mr Feldman, a newcomer 
to the troupe, who again held the 
eye, notably in a solo that celebrated 
his light, sweeping jump and the 
speed and richness of his response to 
a pose or a quick change of direction 
in step. It is dancing of great distinc- 
tion in a work no less excellent Let 
it please be filmed. 


The Siobhan Davies Dance Company 
continues at Riverside Studios until 
Oct. 17; thereafter the company vis- 
its Sheffield, Cambridge, Newcastle 
upon Tyne. 
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With few exceptions, Italy’s 
opera houses are sticking to 
established favourites for the 
1992-3 season. Turin’s Teatro 
Regia, which opened last night 
with La boh&me, has only one 
nofHtalian opera in its 
programme - Massenet’s 
Esclarmonde (Nov 17). Genoa's 
Teatro Carlo Felice, which opens 
next Thursday with Simon 
Boccanegra, is also playing 
safe: the remaining programme 
consists of two popular Verdi 
works, Puccini's Turandot, Cav 
and Pag and the Bote hoy 
production of Prince Igor. The 
only rarity is Cataiani’s Lorefey 
next June. 

Rome’s Teatro delTOpera is 
due to re-open with Lucia di 
Lammermoor on Dec 22 (with 
Marietta Devia and Chris 
Merritt), followed by Blzef s 
Pearl Fishers conducted by 
Michel Plasson, Die Fledermaus, 
Queen of Spades and two 
popular Verdi operas. Venice 


Is currently showing Wozzeck 
(final performances tomorrow, 
next Tues and Thurs), followed 
by Semiramide (Nov 7). 

Bologna's Teatro Communale 
reaffirms Its Wagner credentials 
by opening the season with 
GStterdammerung (Nov 28), 
staged by Pier" AM and 
conducted by Riccardo Challly. 
Graham Vick will stage 
L’lncoronazione di Poppea in 
January, and Elijah Moshi risky’s 
Covent Garden production of 
Simon Boccanegra will be 
shown in February. The season 
also includes Adriana 
Lecouvreur with Mirella Freni 
and a Stravinsky double-bill. 

La Scala Milan opens witii 
a new ZefHrelJf/Muti production 
of Don Carlo starring Luciano 
Pavarotti (Dec 7), followed by 
Bellini's Beatrice di Tenda with 
Cecilia Gasdia, a revival of the 
Strehler production of Don 
Giovanni, Zeffirelli’s Pagliacci 
production with Pavarotti as 
Canto, Giordano's Fedora with 
Freni and Domingo, a Ronconi 
production of Oberon, Falstaff 
(Muti/Strehler) and Tancredl. 


EXHIBITIONS GUIDE 
AMSTERDAM 
ftijksmuseum Meeting of 
Masterpieces: Lodovlco 
Carracci’s The Vision of St 
Francis and Titian’s Madonna 
and Child with John the Baptist 
and Catherine. Ends Nov 8. Also 
Drawings from the Age of 
Bruegel: the Frits Lugt 
Collection. Ends Nov 8. Closed 
Mon 


Stedetijk Museum Sigmar Polke 
(b1941): 30 paintings and 
Installations by the German 
plurtform artist from the years 
1964-86. Ends Nov 29. Also Peter 
Hatley: recent work. Ends Nov 
1. Dally 
LAUSANNE 

Fondation de I'Hermitage From 
David to Picasso: 200 paintings, 
drawings and sculptures 
covering 150 years, selected 
from the rich collection of the 
MusOe de Grenoble. Among 
artists represented are Matisse, 
Gauguin, Modigliani, Renoir, 
Corot, Delacroix, Magritte and 
Ernst. Ends March 21. Closed 
Mon 

Musee d’Art Contemporain Roy 
Lichtenstein: 70 works by one 
of the founders of the pop art 
movement, illustrating the 
different stages in his work over 
the past 30 years. Ends Jan 31. 
Daily 

Mus6e Cantonal des Beaux-Arts 
Adolphe Appja (1862-1928): 
drawings by the Geneva-born 
artist and stage designer. Ends 
Nov 1. Closed Mon 
LONDON 

Tate Gallery Grand Manner 
Portraiture In Britain from Van 
Dyck to Augustus John: 60 
paintings demonstrating the 
scope and visual splendour of 
English portraiture at its most 
ambitious, Including work by 
Reynolds, Gainsborough and 
Sargent Ends Jan 10. Also The 
Painted Nude. Ends Dec 27. 
Turner's Use of Perspective. 

Ends Jan 31. Daily 

Royal Academy of Arts Sacred 

Ait of Tibet Ends Dec 13. Daily 


Hayward Gallery Art of Ancient 
Mexico. Ends Dec 6. Also 
Bridget Riley: paintings 1982-92. 
Ends Dec 6. Daily 
British Museum Ukiyo-e 
paintings: Images of bawdy 
society In feudal Japan. Ends 
Nov 29. Daily 

Courtauld Institute Kokoschka: 
prints, illustrated books and 
drawings. Ends Oct 28. Daily 
Whitechapel Art Gallery Juan 
Gris retrospective. Ends Nov 
29. Closed Mon 
MANCHESTER 
Whitworth Art Gallery 
Avant-Garde British Printmaking 
1914-60: 80 of the British 
Museum's most important and 
Innovative prints produced this 
century. Ends Dec 5. Also Into 
the 60s: a look at how painting 
and sculpture reflected the 
radical changes in British 
society in the 1960s. Ends Oct 
26. Closed Sun 

City Art Gallery Innocence and 
Experience: Images of Children 
in British ArL More than 60 
works from the past 400 years, 
including Van Dyck's Five 
Children of Charles 1, James 
Cowie’s Falling Leaves and 
some more sinister 20th century 
images. Ends Nov 15. Daily 
MUNICH 
Kunsthalle der 

Hypo-Kulturstiftung 

Expressionists: watercolours, 
drawings and prints by members 
of the BrOcke. Ends Nov 1. Daily 
Lenbachhaus Gabriele Munter, 
prominent female artist in early 
20th century Germany. Ends 
Nov 1. Closed Mon 
Neue Pinakothek Townscapes 


from St Petersburg. Ends Nov 
27. Closed Mon 
Villa Stuck Thomas Mann and 
Egypt: an exhibition of ancient 
Egyptian objects and portraits, 
together with original documents 
illustrating Mann’s Interest in 
Egyptology and its influence on 
his novel Joseph and His 
Brothers. Ends Jan 10. Closed 
Mon 

NEW YORK 

Guggenheim Museum Robert 
Rauschenberg, the early 1950s: 
100 formerly under-appreciated 
pieces from his formative years, 
including abstract expressionist 
paintings, collages and early 
conceptual pieces. Ends Jan. 
Also the Great Utopia: the 
Russian and Soviet Avant-Garde 
1915-32. Ends Dec 15. The SoHo 
site has the set of murals which 
Chagall painted for Moscow's 
Jewish Theatre in 1920. Ends 
Jan 17. The main museum is 
closed on Thurs, the SoHo site 
on Tues 

Museum of Modem Art Matisse. 
Ends Jan 12. Closed Wed (call 
Ticketmaster 212-307 4545) 
Metropolitan Museum of Art 
Ribera: 400th anniversary 
retrospective. Ends Nov 29. Ren6 
Magritte: 150 works by the 
Belgian surrealist. Ends Nov 
22. Also Loma Negra, a Peruvian 
Lord's Tomb: 125 funerary 
objects and adornments, 
including nose and ear 
ornaments of gold and silver, 
headdresses, masks and 
necklaces of gilt or silvered 
copper, made in the third 
century by the Moche people 
of Peru. Ends July 4. Closed Mon 


IBM Gallery Christopher 
Columbus and the Spanish 
Exloration of the Indies: 70 
objects from public and private 
collections in Spain, including 
documents, maps and scientific 
instruments. Ends Nov 7. Closed 
Sun and Mon 
PARIS 

Louvre Drawings by Liotard 
(1702-89): 100 works by the 
Swiss pastel list who ranks as 
one of the most sensitive if least 
readily classifiable of rococo 
artists. Ends Dec 14. Closed 
Tues (Pavilion de Flore) 

Grand Palais Picasso et les 
Choses: 150 still-life oil 
paintings, collages, gouaches 
and sculptures from ail periods 
in Picasso's career. Ends Dec 
28. Also The Etruscans and * 
Europe. Ends Dec 14. Closed 
Tues, late opening Wed (ave 
du General Elsenhower) 
ROTTERDAM 
Museum Boymans-van 
Beuningen Impressionism: an 
exhibition drawn from the 
museum's own rich collection 
of French Impressionists. Ends 
Nov 29. Closed Mon 
STOCKHOLM 

Nationalmuseum Rembrandt 
and His Age: 190 paintings by 
the Dutch master and his large 
circle of pupils. Ends Jan 6. 
Closed Mon 
TILBURG 

De Pont Inaugural exhibition 
of the De Pont Foundation for 
Contemporary Art, with 100 
works by 20 artists from the 
Netherlands and abroad, 
including Richard Long, 
Rosemarie Trockel, Anish 


WASHINGTON 
Corcoran Gallery Cavalie 
Cardinals: 19th century F 
anealotal paintings. The 
exhibition focuses on the 
of Jean Louis Ernest Mel 
and Jehan -Georges Vibei 
includes scenes of prelat 
foibles and military histoi 
were immensely popular 
19th century. Ends Nov 8. 
Archibald Motley: 72 pair 
chronicling the life of Afri 
Americans in Chicago du 
the 1920s and 1930s. End 
3. Closed Mon 
National Museum of Arne 
Art Romare Bearden 194( 
paintings and collages 
Illustrating the culture of , 
Americans. Ends Jan 3. D 
Textile Museum Textiles s 
Thai experience in south- 
Asia: 100 pieces illustratii 
textiles function for the Im 
in religion and in the serv 
of the monarchy. Ends Ja 
Daily 

National Gallery of Art Sti 
in the Darkroom: 75 prints 
Illustrating the art of Arne 
photographer Alfred Stiea 
(1864-1946). Ends Feb 14. 
Art of the American Indiar 
Frontier. Ends Jan 24. Dai 
Arthur M Sadder Gallery 
Japan: an exhibition of 251 
objects from the early cull 
of Japan. Ends Nov 1. Dali 
ZURICH 

Kunsttiaus Gustav Klimt 
retrospective. Ends Dec 1( 
Closed Mon 
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By. Carlo Ripa di Meana 


T he European Commu- 
nity, in spite of the 
peace, stability and 
prosperity, which it 
has given to all of its members, 
is repeatedly -called' into ques- 
tion. The special European 
Council meeting in Birming- 
ham today will have as its 
main them* the principle of 
subsidiarity. According to this 
principle, decisions must be 
taken as closely , as possible to. 
the citizen. The EC should act 
only when individual and sepa- 
rate action, is not sufficient. 

The principle is one which, 
has been followed for years in 
the area of EC legislation that 1 
know best - the environment 
- and rational and ordered 
discussion of it is something 
that the European Commission 
should, and does, welcome. But 
there are signs that the subsid- 
iarity argument is being used 
as a smoke screen for another, 
more sinister, purpose.. 

In France, Germany, Britain 
and elsewhere political figures 
such as President Francois Mit- 
terrand, Chancellor Helmut 
Kohl and Prime Minister John 
Major are rounding on the 
Commission, in public at least, 
in their search for a scapegoat 
They are seek- 
ing to blame ” 

the Commission The cnti 
for the appar- + n WftS ,i 
ent gulf that TO We ? J 
has appeared, CommiS 
in virtually all curf, uni 
member states 
of the EC, 
between the elected politicians 
and their electorates. The real 
aim is to weaken the Commis- 
sion and thus slow moves 
towards the union to which 
they all profess to aspire. 

Of course, these attacks are 
nothing new. The Commission 
is used to accusations of being 
a bloated, centralised, power- 
hungry bureaucracy. These 
tend to occur especially at 
times of economic difficulty or 
recession, as is now the case. 

A dispassionate examination 
of the facts shows that such an 
argument does not hold water. 

The Commission employs 
some 14,000 civil servants, 
fewer than the city of Birming- 
ham or Edinburgh, both of 
which are hosting European 
Council meetings this year. 
Many of the Commission's staff 
are employed in the linguistic 
service as. translators and 
interpreters. 

Moreover, the Commission 
does not have direct legislative 
powers. European laws are not 
adopted by the Commission 
but by the Council of Ministers 
which is formed of the minis- 
tars of the democratically 
elected governments of the 
member states. 

The Commission does have 
the exclusive right to propose 
legislation but that power, 
important as it is, must be put 
in context In 1991, only 6 per 


cent, or 30 of the 535 proposals, 
were put forward by the Com- 
mission on its own initiative; 
- the others were the result of 
decisions already taken or 
' requests from ministers. This 
is hardly the conduct of an 
overweening bureaucracy 
drunk with power. 

Nor is that image of the 
. Commission confirmed if we 
look at the way in which it 
drafts Jta«proposais. In the first 
place large numbers of experts 
from national civil services on 
detachment to the Commission 
work side by side with perma- 
nent EC officials on the draft- 
ing of proposals. At each stage 
of the preparation drafts are 
discussed, not only with the 
sectors concerned (industry, 
consumers and so on), but also 
with working groups composed 
of experts from all the national 
civil services. 

The politicians seeking to 
denigrate the Commission 
today know this, but prefer to 
indulge in these tactics rather 
than explain the benefits 
which for more than 30 years 
the EC has brought to its mem- 
ber states. 

They know that, without the 
Commission, an EC made up of 
states so 
__ . . — l — l ; — diverse in size. 

The critics aim IS In history and 

to weaken the in U cu u ure 

_ - , would have 

tjommission and been impossi- 

Club unity moves 

pendent Com- 
mission guarantees the neces- 
sary impartiality between the 
states both in proposed legisla- 
tion and in the application 
thereof. They know that the 
one thing that the Maastricht 
treaty does not do is to 
increase the powers of the 
Commission. The democrati- 
cally elected parliament and 
the council of elected ministers 
alone emerge with enhanced 
powers. 

Why then do the critics per- 
sist? Are they afraid of the 
truth? Or are they trying to 
hide their own weaknesses 
resulting from too long a 
period in power or from party 
or coalition problems? 

Europe’s people are sending 
a clear message to their politi- 
cal leaders but, as yet, they are 
not receiving a clear reply. Of 
course, the EC must be more 
open, more accountable - but 
the true nature and benefits of 
the EC must be painstakingly 
explained to its citizens. 

That is what the politicians 
should be doing, rather than 
reacting with ill-judged and 
false accusations, with which 
they hope to pacify those fanat- 
ics who would seek to haul 
Europe back into the past and 
destroy the achievements of 
the past 40 years. 

The author is Italy’s minister 
for the environment. 



Where are our Madisons? 


I t is easy to feel dismay 
about the Maastricht 
debate. For two issues - 
national sovereignty and 
representative government - 
have become hopelessly 
embroiled and must be sepa- 
rated if we are to think clearly 
about the pros and cons of the 
treaty. 

Representative government 
can exist when sovereign 
rights are united (as in the UK) 
or when they are divided (as in 
US federalism). But neither 
form of the state guarantees 
representative government 
The middle ground of British 
opinion ~ including both those 
who reluctantly feel it is best 
to ratify Maastricht and those 
who unhappily conclude it 
should be rejected - is chiefly 
concerned with the latter 
issue. Those who reluctantly 
support ratification fear that 
they may be sacrificing 
self-government to the develop- 
ment of the Community, while 
those who oppose ratification 
fear that their concern with 
self-government may be misun- 
derstood as blind nationalism, 
as turning away from Europe 
on the simplistic ground of 
preserving national sover- 
eignty. And both sections of 
middling opinion are right to 
fear what they fear. 

The future of representative 
government in a more unified 
Europe ought now to be the 
central issue. Until the 18th 
century it was an axiom of 
European political thought 
that the larger the political 
unit, the more likely It was to 
he governed despotically. Only 
with the help, first of the Brit- 
ish model of government and 
then of American federalism, 
was that axiom partially 
revised by liberal constitu- 
tional theory. But that does 
not mean that the causes 


PEOPLE 


By Larry Siedentop 


which had previously led 
thinkers to take such a dim 
view of the prospects of 
self-government outside small 
communities ceased to operate. 

Yet in recent decades politi- 
cians have become almost cav- 
alier about the political or con- 
stitutional dimension of the 
European Community. Take, 
for example, the casual way in 
which the population of east- 
ern Germany was absorbed. 
For 60 years some 17m people 
there had been subject to des- 
potic government, first of the 
right and then of the left Can 
anyone doubt that habits and 
attitudes formed under such 
regimes survive, or that an 
education in representative 


Such issues were scarcely iden- 
tified, let alone addressed, by 
European leaders at Maas- 
tricht Why not? Since the sec- 
ond world war, the language of 
economics has driven out the 
language of politics and partic- 
ularly the language of constitu- 
tionalism. Yet the latter was 
the great achievement of lib- 
eral thought in the 18th and 
19th century, and it was 
directed especially at one prob- 
lem - how authority and 
power can be dispersed in a 
political system so that tyr- 
anny is prevented, without 
making efficient and just gov- 
ernment impossible. 

The pursuit of economic inte- 
gration in Europe has resulted 


It is shaming for Europe that when 
its leaders discuss the future of the 
EC they cannot match the vision of 
those who drafted the US Constitution 


government and constitutional 
issues is required to root out 
authoritarian attitudes? Ros- 
tock provides a warning. 

Sadly, French leaders have 
concluded that the best 
response is to “hind” Germany 
to the rest of Europe by impos- 
ing a centralised decision-mak- 
ing authority which resembles 
nothing so much as the French 
state. Doubtless the French 
hope that such a structure will 
preserve their de facto domina- 
tion of the Community, despite 
the increased size and eco- 
nomic power of Germany, ft 
was the urgency of this French 
design which led to the Maas- 
tricht treaty, which does not 
begin to address constitutional 
Issues squarely. 


in a curious outcome. A Com- 
munity inspired by liberal 
democratic principles has 
increasingly acted on quasi- 
Marxist assumptions — assum- 
ing that when economic prog- 
ress had been achieved, other 
institutional improvements 
would follow inevitably or as a 
matter of course. Bat that is a 
form of economic determinism 
which has been discredited 
intellectually and practically. 

Nothing reflects this domi- 
nance of economic over politi- 
cal language more than the 
hasty, iast-minute assertion of 
the "subsidiarity" principle. 
For what does subsidiarity 
mean? Is it a political principle 
- in which case it acts merely 
as camouflage for a free-for-all 


No time to 


jump ship 


T he project for Euro- 
pean integration has 
ground to a halt. That 
is the sober view we 
must of the impasse on 
the Maastricht treaty. 

No one regrets this state of 
affairs more than Daimler- 
Benz, a German company with 
up to one-fifth of its turnover 
in fellow European Community 
states. We, along with 340m fel- 
low Europeans, were looking 
forward to the creation of a 
single, tariff-free European 
market on January 1 1993. But 
now, less then three months 
before that historic date, one of 
the decisive conditions for a 
prosperous economic area - 
the creation of a single Euro- 
pean currency - is on the 
verge of failure. These and 
other pan-European aims are 
now in danger of drowning in a 
sea of Euro-pessimism. 

For Daimler-Benz, the eco- 
nomic Integration of nations in 
Europe has always been the 
best guarantor of peace. Yet 
are the destructive effects of 
Black Wednesday, when the 
UK was forced out of the Euro- 
pean exchange rate mecha- 
nism, to be allowed to render 
obsolete long-standing enthusi- 
asm for Euro- 
pean Integra- . _ 


By Edzard Reuter 


in which the outcome is by def- 
inition compatible with the 
subsidiarity principle, since 
there are no clear criteria gov- 
erning the distribution of 
power? Or is it a constitutional 
and Juridical principle? 

But if it is the latter, then 
subsidiarity implies a move- 
ment towards a federal Europe, 
with an agency - presumably 
the European Court - being 
vested with the right to settle 
conflicts of jurisdiction and 
create spheres of authority. 
And if so, what are the terms 
of reference for the Court, 
what normative framework 
will guide its decisions and 
serve to Legitimate them? And 
are those terms adequate? 

It was the thrust of liberal 
constitutional theory in the 
18th and 19th centuries to con- 
sider and deepen our under- 
standing of such questions. Its 
most celebrated principles - 
the separation of powers, 
entrenched rights and forms of 
federalism - were means to 
that end. To suppose that a 
quick tour around European 
capitals to reach a consensus 
on "bow subsidiarity works" is 
now enough represents an 
intellectual regression which 
could have dreadful practical 
consequences in the long run. 

It is shaming for Europe in 
the 1960s that when its leaders 
meet to discuss the shape of 
the future EC they do not 
begin to match the vision of 
those who drafted the US Con- 
stitution in the late 1780s. 
Where are our Madisons, 
Hamiltons and Jeffersons? If 
the language in which the EC 
identifies and creates itself 
becomes largely economic, 
then the prospects for self-gov- 
ernment in Europe are grim. 

The author is a fellow in poli- 
tics at Keble College, Oxford. 


become economic reality; 60 
per cent of UK foreign trade 
takes place within the EC. 

Daimler-Benz employs about 
2,000 people in the UK. Annual 
turnover totals DM3.2bn 
<n_28bn>- Daimler-Benz shares 
are listed on the London Stock 
Exchange - the most interna- 
tional of all stock exchanges. 
Against this backdrop, tension 
between European partners 
does not shake our resolve. 
The way we see it, we have 
long since become a partner to 
the British economy. There is 
no better illustration of this 
than the cooperation between 
Daimler-Benz and BAe in the 
Airbus consortium. 

But more important for 
Europe than sterling's re-entry 
into the ERM is to have Britain 
as a political ally in the drive 
towards European unity. Many 
Britons still regard Europe as 
uncharted political territory. 
But with their self-confidence 
as a former global power, the 
British are a model for the con- 
tinent. Many self-appointed 
Euro-strategists have a lot to 
learn from the British view 
that Europe must play its part 
in international crisis, manage- 
ment. British advocacy of the 
principle of sub- 
sidiarity must 


tion? Admit- A little LUTOpe OH remain a count- 
tedly the the Rhine’ would erwelght to the 

Danes’ rejection 1 , - n centralising 

of Maastricht 06 ttie worst Ol all magnet of the 
and France’s possible Options Brussels bur- 
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grudging sup- — 

port for it are a 
signal that their ideal of a sin- 
gle Europe is not the one to be 
found in the Maastricht treaty. 

Throughout Europe, the trea- 
ty’s shortcomings, which politi- 
cians have ignored for so long, 
are being brought to the sur- 
face. The result is that jumping 
off the Euro-train is beginning 
to sound increasingly plausi- 
ble. But this should be resisted. 
The only alternative is a futile 
go-it-alone policy among indi- 
vidual nations. 

Those who criticise the ERM, 
for instance, seem to ignore 
the fact that for 12 years before 
Black Wednesday the ERM 
rewarded its members with 
stable exchange rates, result- 
ing in economic convergence 
and lower inflati on 

The fact that the ERM par- 
tially foundered on September 
16 is not to be laid at the door 
of the mechanism itself. The 
onerous financial costs of Ger- 
man unification, for instance, 
placed enormous strain on the 
ERM. In any event, co-ordi- 
nated exchange rates can only 
work if they are adapted to 
economic realities. 

The temporary withdrawal of 
sterling and the lira from the 
ERM has dealt European inte- 
gration a massive blow. And 
yet UK Prime Minister John 
Major's stated intention of 
installing Britain at the heart 
of Europe has long since 


— -s- eaucracy. 

The other U 
EC members could have saved 
themselves several disappoint- 
ments if they had debated the 
repercussions of monetary and 
political convergence with the 
same vehemence as did the 
British. Their naive visions of 
harmony have been rudely 
shattered. It would be fatal to 
attempt to overcome momen- 
tary weakness by a wait-and- 
see policy, just as fatal as the 
sceptics’ proposal to use the 
European crisis as a reason to 
abandon ship. 

A "little Europe on the 
Rhine”, in which half a dozen 
EC members hare off alone, 
would be the worst option, for 
the stability of this inner core 
would be gained at the expense 
of those who remain outside. 

The UK. current bolder of 
the European presidency, faces 
a task of historic proportions. 
The Irrational flight from 
shared responsibility has to be 
stopped by offering construc- 
tive reform proposals. White- 
hall has shown that feded Illu- 
sions can only be replaced by 
concepts of realistic substance. 
It is in this spirit that the EC 
partners must work to develop 
their blueprint. Now is the 
tune to shape the future if we 
are to win the day. Otherwise 
we shall have to admit defeat. 


The author is 
Daimler-Benz. 
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Splitting the roles at Westbury 


In the same week as launching 
the ProShare campaign for 
wider share ownership, Geoff- 
. rey Maddrell has accepted an 
invitation to become non-exeo 
utive chairman of Westbury. 
The Cheltenham-based house- 
builder is also bringing in John 
Bennett, previously finance 
t director of CHB Group, as 
finance director In advance of 
the retirement of Barrie HalL 

Richard Fraser had com- 
bined the roles of chairman 
and chief executive for the past 
three years, although West- 
bury, a 1985 management 
buy-out company, had had a 
non-executive chairman for a 
spell after Its stock market flo- 
tation in 1986. 

Fraser had, however, indi- 
cated in May that he wished to 
bring in an outside chairman 
- partly a reflection of share- 
holders’ general preference for 
: . splitting the roles, partly 
V because market conditions 
* demanded more of his time. 

Maddrell, 56, ex-Tootal boss, 
and now chief executive of Pro- 
Share. has recently been 


Electronic 

switches 

■ Lindsay Kennedy, formerly 
director of Comshare’s US VAR 
channel operation, has been 
appointed UK md of TELE- 
PARTNER INTERNATIONAL. 

■ John Ferguson, formerly 
manager of NCR’s UK product 
support centre, has been 
appointed divisional director. 

yk systems services. 
m ■ Vincent De Gennaro, for- 
merly sales and marketing 
director for Sybase Software- 
UK, has been appointed md of 
SYBASE UK Ltd. 

■ Matthew Wallis has been 
appointed UK general manager 
of MOTOROLA COMPUTER 




i# 



appointed a civil service com- 
missioner, and is a director of 
the Transport Development 
Group. Stressing that he will 
make sure most of his time is 
spent on the ProShare endea- 
vour, he adds that “it is impor- 
tant for me to keep up with 
what is going on in industry"- 
Aa for the choice of West- 
bury, he thinks he can have a 
useful strategic input. "I know 
from the textiles business you 
can be very successful in tough 


GROUP; he moves from Pyra- 
mid Technology. 

■ Archie Thomas, formerly 
president of Altos Computer in 
Europe, has been appointed 
vice-president for European 
operations for WALL DATA. 

■ Alan Barr, formerly sales 
director of General DataComm. 
has been appointed sale direc- 
tor, UK and Ireland for MOTO- 
ROLA CODEX. 

■ Richard Bridge has been 
appointed director of product 
development for Modern Secu- 
rity Systems. 

■ Chris Brooker, formerly 
systems director Europe of 
Unilever’s Elizabeth Arden 
division, has been appointed 
UK systems director of NOBLE 
LOWNDES. 


markets if you stick to your 
knitting." 

Bennett. 44, who had also 
been on the main board of Bea- 
rer, left in July. He had been 
preparing the flotation of CHB 
last autumn when Hanson 
snapped up Beazer. Hall, 57, 
says he has known Bennett for 
several years, though was 
unaware he was looking for 
another job until Bennett 
replied to a newspaper advert 
describing the opening. 

Bennett takes up his position 
in November - but Hall stays 
on until the end of the finan- 
cial year next February In his 
other roles of company secre- 
tary and IT director. 

Hall has been with Westbury 
for some 13 years - and says 
the MBO was his brainchild. 
He had intended to take early 
retirement at 55, but at that 
stage the housing market had 
“just started on the downhill 
slope. Now I can put my hand 
on my heart and say I am leav- 
ing a firm that has a very 
strong balance sheet and is 
operating profitably.” 


Bodies 

politic 





■ Michael Bromwich, CIMA 
Professor of Accounting and 
Financial Management at the 
London School of Economics 
and a past president of the 
Chartered Institute of 
Management Accountants, has 
been appointed a member of 
the Monopolies and Mergers 
Commission when it considers 
cases in the water industry. 

■ Nick Smith, sales and 
marketing director of Viscount 
Catering, has been appointed 
president of CATERING 
MANAGERS ASSOCIATION 
OF GREAT BRITAIN. 
■Rosemary Thorne, finance 
director of J Sainsbury, has 
been appointed honorary 
treasurer of the board of 
trustees of The PRINCE'S 
YOUTH BUSINESS TRUST; 
Patricia Hodgson, head of the 
BBC’s policy and planning 
unit, has been appointed a 
trustee. 

■ Sir Anthony Tennant, 
rhamnati of Guinness, has 
been appointed chairman of 
the PRIORITIES BOARD for 


Aegis, the media buying 
company which has recently 
gone through a number of 
upheavals, has finally got a 
new finance director - Michel 
Lefebvre - six months after 
the previous Incumbent, 
Charles Stern, left to Join 
United Newspapers. 

The interregnum has wit- 
nessed some of Aegis's darkest 
hours - the enforced depar- 
ture of its chan-maw and nhief 
executive, Peter Scott, a £20m 
rights issue which foiled to 
interest the City, and a share 
price which has nosedived. 

Lefebvre, 45, who will join 
Aegis's board, will take up his 
new post on November 1. He 
holds degrees in civil engineer- 
ing, and law and economics 


Research and Development 
in Agriculture and Food. 

■ John Pamaby. md of Lucas 
Applied Technology, has been 
appointed a member of the 
LINK Steering Group, the 
government-wide initiative 
for supporting collaborative 
R&D between UK industry and 
the research base. 

■ Yoshitoki Chino (below), 
honorary chairman of Daiwa 
Securities, and who has played 
a formative role in the creation 
of the Daiwa Anglo-Japanese 
Foundation, has been made 

an honorary Knight 
Commander of the Most 
Excellent Order of the British 
Empire. 



and is something of a polyglot, 
speaking English and Italian 
besides his native French. 

Formerly finance director of 
two divisions of Groupe Valeo, 
the auto parts manufacturer, 
Lefebvre has also done stints 
with Olivetti, Bendlx and CII- 
Honeywell Bulk 

He joins Aegis at an interest- 
ing stage of its development 
Aegis has Just relocated the 
majority of Its managerial 
functions from London to 
Paris, where he will be based. 
One of Lefebvre’s main tasks 
will be to merge the financial 
management and reporting of 
Aegis, the holding company, 
with those of the operating 
companies in the Carat net- 
work throughout Europe. 


Treuhandanstalt 

Leipzig Branch 

is offering the 

Mitteldeutsche Feuerungs- und 
Umwelttechnik GmbH 

HandelstraBe 14, 0-7124 Holzhausen 

in the Free State of Sachsen for sale. 


Location: 

On the outskirts of Leipzig, near the A 14 
Halle-Dresden autobahn with connection to 
the A 9 Beriin-Munchen autobahn. The 
Leipzig-Chemnitz railway line passes directly 
by the plant site; the company's own riding 
is available. 

Products: 

Development, planning, manufacture, 
installation and operation start-up of: coal 
dust firing up to the largest steaming capacity, 
grate firing in different designs for coal and 
biological fuel, ventilation mills, air and flue 
gas shut-off and control systems. 

Extensive services in power plants of all sizes. 

Manufacturing potential: 

Metal working machine (metal sheet shears, 
folding presses, blow-torch cutting-off 
machines), partly CNC-corrtrolled; continuous 
laser equipment preservation hall. 

Grounds and buildings: 

Total area 73,340 m*. 23.000 m* of which are 
built over, 1,700 m* roofed warehouse area 
with crane focilrty and 7,000 m 5 free storage 
area with crane facility. Some of the builtings 
were constructed in recent years, the state of 
preservation is mainly very good. 



Invest in the new 
Federal States of 
Germany. 

Take advantage of 
ready, developed 

commercial areas 

through the purchase 
of this company. 


Additional information can be obtained at the fax no.: (30) 238 64 38. 





Appear in the Financial Times on Tuesdays, Fridays and Saturdays. 
For further information or to advertise in this section please contact 
Melanie Miles on 071 873 3308 
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A constitution 
is required 


TODAY'S EUROPEAN summit 
was. convened by Mr John Major 
with a dual purpose: to consider 
"shortcomings" in the European 
monetary system, and to respond 
to the concerns shown by elector- 
ates about the pace of European 
integration. 

Mr Major was soon dissuaded 
from tabling serious reform of the 
ERM, on' the grounds that It might 
give markets the idea that a cur- 
rency realignment was on the 
agenda. He still intends to have a 
post-mortem on last month's cri- 
sis. but this will not be M a detailed 
operational discussion": at most it 
will come to “some procedural 
conclusions”. 

The main business, therefore, 
will be responding to public opin- 
ion: clearly something that needs 
doing. Even now it is not certain 
that the EC’s leaders have taken 
the full measure of the crisis of 
confidence the Community con- 
fronts. Much of what has been 
said in the run-up to the summit 
smacks more of cosmetic presenta- 
tion than of a serious rethink. 

To some extent that is inevita- 
ble. The 12 governments are 
rightly unwilling to tear up the 
Maastricht treaty and start again 
from scratch. A text agreed with 
so much effort cannot now be jet- 
tisoned without a great risk of tor- 
pedoing the entire European 
enterprise. The most important 
task that Europe’s leaders have at 
this summit is to prove that they 
are still united and determined to 
move forward, together. All are 
committed to Maastricht, and if 
they were now to abandon that 
commitment they would not soon 
agree on anything else to put in 
its place. The message received by 
the world would be that the EC is 
falling apart. 

Therefore the commitment has 
to be reaffirmed. Those who have 
ratified must stand by the judg- 
ment of their peoples or parlia- 
ments. Those who have not yet 
ratified must pledge their best 
efforts to secure ratification with- 
out further delay. The Danish gov- 
ernment must spell out clearly 
what it thinks it needs to get the 
June verdict reversed, and the 
other 11 must do their best to sup- 
ply it 

Major's problem 

Whether the Danes can truly 
conceive a set of sidebars to the 
Maastricht treaty which do not 
require a new ratification process 
is open to doubt It they cannot 
their bluff may have to be called. 
Polls also show a large majority of 
Danes strongly attached to the EC 
as it stands. If invited to vote 
again on a text which, this time, 
has been ratified by all their part- 
ners, and is accompanied by one 
or more solemn declarations 
intended to soothe their main anx- 
ieties, they may well prefer to 
come on board. On the one hand, 
the debate in the other member 
states should have convinced 
them that they will not be alone in 
any fiiture battles against exces- 
sive centralisation: on the other, 
they would know that by voting 
No a second time they run a real 
risk of the others deciding to go 
ahead without them. 

In other words, the “Danish 


proJMem” is not really a Danish 
problem, ft is shorthand for a 
problem of European public opin- 
ion in general, and perhaps Brit- 
ish public opinion in particular. 
Indeed, many of Mr Major’s guests 
in 'Bir ming ham believe that the 
real purpose of the meeting is to 
save bis political skin. Luckily for 
him , they regard that as some- 
thing worth doing. He may not be 
perfect in their eyes, but he has 
now staked his future on ratifying 
Maastricht and tbey do not want 
him to fall 

What Mr Major apparently 
think s he needs from this summit 
is an agreed statement on snbsid 
iarfty. Because he thinks he needs 
it, he will probably get it, though 
it is unlikely to take any very 
detailed form. Whatever preamble 
or sidebar is eventually to be 
tacked on to the treaty for Danish 
consumption will not be ready 
until the regular summit in 
December. From Birmingham, a 
statement o£ intent will have to 
do. 

Wider malaise 

But no one should imagine that 
such a preamble or sidebar is a 
sufficient solution to the wide- 
spread malaise which Maastricht 
has provoked, or revealed; or that 
the subsidiarity issue can ever be 
finally solved; or that that issue 
alone constitutes the problem. 

Much of the malaise is of eco- 
nomic origin and can only be 
cured by a renewal of economic 
growth. That part of it which 
relates to the structure and behav- 
iour of the EC arises only partly 
from the non-respect of subsid- 
iarity. It also arises from the lack 
of clarity and accountability in 
how the EC deals even with things 
which are properly its business. 

Subsidiarity can certainly be 
improved. Mr Jacques Dolors, in 
the paper he submitted to his col- 
leagues this week, suggested a 
sensible and carefully thought-out 
approach to the problem. Britain, 
especially, should welcome the 
emphasis he gave to the primacy 
of the internal market For if this 
is neglected, subsidiarity could 
easily be used to demolish it as 
differences in national regulations 
would undermine fair competition. 
But whatever happens the Com- 
munity Is going to retain signifi- 
cant powers, and it is vital, that 
those powers be exercised in a 
democratic maimer which citizens 
can easily follow. It is simply not 
acceptable that the legislature 
enacting rules for over 300m Euro- 
peans should be a cabal of minis- 
ters meeting behind closed doors. 

What the EC needs, and what 
Maastricht fails to proride, is a 
democratic and clearly intelligible 
constitution. Maastricht is still 
worth ratifying. But long before 
they are ready to implement its 
monetary provisions the leaders of 
the new European Union should 
reconvene to design a coherent set 
of institutions. One way to do this 
would be at a special intergovern- 
mental conference before 1996, 
when the next one is due. Alterna- 
tively, the task could be under- 
taken by an elected constituent 
assembly, with the results subject 
to ratification by referendum in 
every member state. 


Slip sliding away 


THE BRITISH economy is like a 
battered car on a steepening 
descent. Mr Norman. Lamont, and 
his weary Treasury co-drivers, 
seem unable to appreciate how 
fast it is accelerating away from 
them. Even if they could catch up 
with reality, there is no indication 
that they have any idea how to 
stop the slide. But stop it (hey 
must. The longer this continues, 
the greater the long-term damage 
will be. 

Yesterday's unemployment fig- 
ures confirm past pains. The post- 
election recovery in spending 
failed to materialise; manufactur- 
ers cannot sell their stocks either 
at home or abroad; so manufactur- 
ing output has resumed falling 
and the rise in unemployment has 
accelerated. 

More disturbing, the recession is 
now set to intensify over the com- 
ing months. Job vacancies, a reli- 
able lead Indicator, stabilised over 
the summer. But they have since 
fellen sharply, by 11 per cent in 
September alone. This, and the 
latest spate of redundancies, 
ensure that there Is much more 
bad news to come. 

Little wonder, with the economy 
still deteriorating and real interest 
rates still painfully high, that con- 
sumer confidence has fallen like a 
stone. There are many more bleak 
months ahead before Britain's 
consumer recession will have run 
its course. The troubles in the 
banking sector will persist for lon- 
ger still, dampening any signs of 
recovery that do appear. 

Yet the government's current 
drift and indecision are only 
adding to the sense of malaise that 
is gripping the country. It needed 
to keep its head while all around 
- industrialists, trade unionists 


or back-benchers - were losing 
theirs. But it appears increasingly 
headless. 

There is still time for the gov- 
ernment to flesh out an alterna- 
tive economic strategy, now that 
sterling has left the exchange rate 
mechanism. But to do so it must 
provide answers to a number of 
questions that a credible policy 
framework must address: 

How can the government take 
advantage of its new freedom out- 
side the ERM. and allow real inter- 
est rates to fell without prompting 
a collapse in the exchange rate, 
stoking up inflationary pressures, 
and eventually repeating the mis- 
takes that ERM membership was 
supposed to prevent? 

How can it persuade the mar- 
kets that its finances will be 
brought under control other then 
through more over-optimistic 
growth forecasts, without employ- 
ing some combination of capital 
spending cuts, more job losses or 
tax increases? 

How can it claim that inflation 
Is under control or indeed control- 
lable without government Inter- 
vention, while average earning^ in 
manufacturing are still rising at 
more than 6 per cent a year? This 
means that real earnings are ris- 
ing at 2 per cent a year in the 
midst of a recession, while pay 
settlements are twice as high as 
they need to be if the competitive- 
ness gains of the devaluation are 
not to be squandered. 

At root, the government must 
show bow it will dose the gap 
between what Treasury ministers 
and officials say and what the 
markets and wage-setters are pre- 
pared to believe. Until these ques- 
tions are answered satisfactorily, 
the malaise will persist 


O nly one thing is cer- 
tain about today's 
European summit at 
Birmingham: it will 
not solve the problems 
hanging over the future of the 
Maastricht treaty. The 12 European 
leaders will all declare their unani- 
mous commitment to Maastricht. 
But there is clearly a danger that 
this public relations exercise, which 
is intended to help assuage the 
widespread popular mood of scepti- 
cism towards the treaty, will in feet 
backfire, and instead persuade the 
public that the treaty and perhaps 
the Community are irrelevant to 
the deepening recession in Europe. 

British diplomats say they are 
optimistic that the European lead-' 
era should have no great difficulty 
in drafting a declaration on the elu- 
sive new European principle of 
‘•subsidiarity, which is supposed to 
reassure the voters that the treaty 
wifi not take the European Commu- 
nity rushing in the direction of a 
centralised federal state. 

“I see no great difficulty," says 
one senior British diplomat “All we 
need are criteria and procedures for 
filtering new European legislation 
which goes too far in the direction 
of centralised interference, as well 
as criteria and procedures for 
repealing old legislation which went 
too far." 

Such confidence seems overdone. 
Mr Jacques Defers, president of the 
European Commission, finds the 
problem so perplexing that he has 
offered a reward to anyone who can 
define subsidiarity on one side of a 
sheet of paper. The German govern- 
ment has circulated a memorandum 
on the subject which runs to 10 
pages and is totally incomprehensi- 
ble, kt least in its English transla- 
tion. But even if British optimism 
on this particular issue should turn 
out to be justified, it is already clear 
that the Danish government will 
need much more than a declaration 
on subsidiarity, however lucid, 
before it can submit the Maastricht 
treaty to a new referendum. And 
unless the Danes can reverse their 
No vote of last June, the treaty as it 
stands cannot come into force. 

No one knows what would be 
needed to persuade Danish voters to 
change thpir minds , and the Danish 
government has yet to formulate its 
requirements. But the signals from 
Danish political parties indicate 
that they will be looking for 
changes of substance in such areas 
as economic and monetary union 
(Emu), defence and social policy, 
which would allow them to opt out 
of commitments accepted by the 
others. Moreover, these changes 
would have to go well beyond infor- 
mal gentlemen's agreements, and be 
legally enforceable. 

There lies the rub. The Danish 
prime minister said yesterday that 
special arrangements could be made 
for Denmark without changing the 
treaty. But if these arrangements 
are legally enforceable, they must 
be a substantive change to the 
treaty itself. Since this would 
amount to a renegotiation of the 
treaty, all the member governments 
would be compelled to start their 
national ratification procedures all 
over again. 

That could spell the death of 
Maastricht. It was only by the nar- 
rowest of margins that the French 
electorate voted in favour of it last 
month, and there could be no assur- 
ance that they would vote the same 
way again. French officials and pro- 
European commentators freely 
admit that there are aspects of the 
treaty which are open to criticism: 
but the last thing they want Is to 
open the Pandora's Box of a renego- 
tiation. “The treaty framework far 
Emu is much too rigid,” says a 


High stakes but 
low hopes 

Today’s summit is unlikely to break the 
Maastricht imp asse, writes Ian Davidson 



Search for concord: Mitterrand, top left, and Kohl, right; want to help Major ratify Maastricht 


senior French diplomat; “to pretend 
to set up a system which would 
make the movement towards mone- 
tary union unstoppable is just puer- 
ile. But the immediate task is a sal- 
vage operation," 

The main threat to the survival of 
Maastricht does not come directly 
from the Danish No vote, however, 
but from the possible knock-on in 
Britain. As a matter of principle all 
member governments are firmly 
opposed to any renegotiation. As a 
matter of practice, they would no 
doubt be prepared to make some 
declaratory concessions to Den- 
mark. But, in the last resort, they 
are unlikely to be ready to jeopard- 
ise the whole treaty just to appease 
the Danes. If the Danes are unable 
to reverse their No vote, the Com- 
munity is in a quandary with no 
easy solution. One option, clearly 
allowed for in the Danish govern- 
ment’s White Paper, would be for 
Denmark to leave the Community. 

If that were to happen, it would 
constitute a seismic reversal of the 
process of European integration, 
and a traumatic blow to the Euro- 
pep Community- But in the case of 
British ratification, the stakes are 
even higher. A refusal by the House 
of Commons to ratify Maastricht 
would not merely kill the treaty, 
but would have far-reaching conse- 
quences for the general trend of 
European integration which are 
impossible to predict in detail but 
hard to overstate. 

That Is why the Danish conun- 


drum is potentially triply danger- 
ous. The first danger is that Danish 
demands could trigger a chain reac- 
tion of Similar de mand s in Other 
countries, starting with Britain, for 
the same or different opt-outs. This 
could mean a progressive unravell- 
ing of the treaty, and perhaps its 
eventual abandonment 

S econd, even if such gen- 
eral unravelling were 
avoided, the British gov- 
ernment could find that 
ratification in Westmin- 
ster might start to become condi- 
tional on securing analogous treaty 
changes for Britain. As of now, it 
may be able to intimidate the 
waverers with a stark choice 
between Yes and No, in or out; but 
the argument could become more 
difficult if there seemed to be a 
three-way choice, between Yes, No 
and Danish. 

Third, the Danish government’s 
drawn-out timetable, which envis- 
ages a new referendum next sum- 
mer at the earliest, could delay the 
ratification process in the House of 
Commons. The official British line 
is that the UK government only 
needs a clear signal from the Dan- 
ish government, on its proposed 
solution to the Danish problem, to 
be able to press rapidly ahead with 
ratification towards the end of this 
year. The undertow of political real- 
ity, however, is likely to force a 
certain coincidence between the 
British and Danish timetables. That 


suggests that the future of Maas- 
tricht could still be up in the air 
nine months from now. 

It is not at all clear that the other 
member states are ready to wait 
that long. Last month there was 
speculation that an inner core of 
member states, starting with 
France. Germany and the Benelux 
countries, might start to move 
towards monetary union without 
waiting for Britain or the complete 
ratification of the treaty. These 
rumours were immediately denied 
and they are still being dented: 
"There is no plan for a two-speed 
Europe,” a senior German diplomat 
said this week. “The Maastricht 
treaty must be ratified by all 12 .” 

Strictly speaking, these denials 
are true in at least three senses: 
there Is no agreed two-speed plan, 
as such, even of a contingency char- 
acter; the French, at least, are very 
uncertain that they want to find 
themselves in a mini-Europe with 
the Germans; and the French and 
Germans both want to stifle any 
talk which could make John Major's 
domestic predicament more diffi- 
cult, by suggesting that “the Conti- 
nent" is ganging up on Britain. 

“We have a very simple idea," 
says a tap French official. "We want 
Maastricht to be ratified as soon as 
possible. We have no new initiative 
to take. We want to help Mr Major 
as far as we cam” 

When Mr Defers floated the idea 
of a twoepeed Europe, he caused 
anger in the French government “It 


looked as though Defers was trying 
to blackmail the British,” says Mr 
Serge July, editor of Liberation, foe 
French daily. "The people at the 
Elysfie thought this was stupid, 
because they want to help Major, 
and they were wild with rage." 

There is no reason to doubt 
French sincerity on this point, since 
they have always been committed 
to a universalist Idea of the Commu- 
nity. Throughout the negotiations 
on the treaty, they stuck to the 
view that all member states ought 
to be aiming to reach the final stage 
of monetary union, including such' 
unlikely candidates as Italy. This 
was partly for the semi-sentimental 
reason that Italy was one of the 
original six member states. But 
closer to home Is the deep convic- 
tion that the wider Community is 
the essential counterpart of the 
Franco-German relationship. 

Ever since De Gaulle and Aden- 
auer, Franco-German friendship has 
been a cardinal component in the 
foreign policy of both countries. For 
France, in particular, it has been 
the vehicle of reconciliation after 
three cataclysmic wars. As a result, 
their partnership has become the 
central motor in the development of 
the Community, especially in the 
past decade. The Maastricht treaty 
is primarily the result of a sequence 
of joint initiatives repeatedly taken 
by President Francos Mitterrand of 
France and Chancellor Helmut Kohl 
of Germany. The Community serves 
the interests of all Its members; it 
also helps to resolve the painful 
political conflicts inherited by 
France and Germany, but that heri- 
tage would be much more difficult 
to handle without the Community. 

T alk of a two-speed 
Europe has brought 
these doubts to the sur- 
face in both capitals. “It 
is useful that France and 
Germany stick together now," says 
a senior German diplomat. “But in 
the medium term there will be vari- 
ous alliances in the Community, 
and there should not be too much 
emphasis on the Franco-German 
axis. L cannot imagine the EC going 
on without Britain.” 

His view is echoed by Mr Karsten 
Voigt foreign affairs spokesman for 
SPD. the German opposition party. 
"The Franco-German relationship is 
still a necessary motor. But France 
alone is no longer strong enough to 
bind us. There is no longer a bal- 
ance with France." 

The French still believe in the 
partnership as the traditional motor 
of the Community. But they fear 
German domination In a mini -Eu- 
rope or five or six countries, and 
they certainly do not want to be left 
alone in an uncomfortable tete-a-tete 
with Germany. Moreover, there is 
emerging in Paris a new tendency 
to see the Community in more polit- 
ical and inter-governmental terms. 
In which the tone would be set by 
the triple relationship between 
France, Germany and Britain. “Our 
conception of Europe,” says a senior 
Eiysfe official, “is that France, Ger- 
many and Britain are fairly close." 

But the desire of France and Ger- 
many to help Mr Major is not 
unlimited, and it will not last for 
ever. It will not extend to changing 
the treaty, and it may not last much 
beyond next spring. Neither France 
nor Germany wants to forge a mini- 
Europe; but neither is likely to be 
prepared to leave Europe in limbo. 
Mr Mitterrand is an elderly man in 
uncertain health, and his Socialist 
party is expected to suffer a heavy 
defeat in the general elections next 
March. That may well be the dead- 
line for Mr Major to show that he 
can and will ratify the treaty as it 
stands. 


Joe Rogaly 


Green spirit of America 



The great green 
hope of the US pres- 
idential election is 
Senator A1 Gore. He 
is a man of quality, 
perhaps more so 
than Governor Bill 
Clinton, whose 
behaviour as presi- 
dent is unpredict- 
able. As vice-president, Mr Gore 
would press for strong environmen- 
tal policies. He is, happily, obsessed 
with the subject. He would be at 
least as much of a positive force in 
favour of strategies that protect the 
planet as Vice-President Dan 
Quayle is a negative one. 

Those of us who regard the threat 
of global wanning as the most 
important political issue since the 
fell of communism will feel a cer- 
tain quickening of the pulse at the 
prospect of an actively conserva- 
tionist presidency of the US. This 
matters more than the little local 
question of how Britain came to be 
governed by a sorcerer's apprentice 
and his pals. 

The CUnton-Gore manifesto prom- 
ises US environmental leadership. 
Whether we believe its fine words 
or not, the pair of them can hardly 
do worse than President Bush. The 
chances are that Mr Clinton would 
put Senator Tim Wirth in charge of 
Washington’s environmental protec- 
tion agency. Now retiring from the 
senate, Mr Wirth is a Gore ally. He 
is also working hard on the Clinton 
campaign. He could attend earth 
summits with the support of the 
new president, in contrast to the 
recent fiasco at Rio, where Mr Bush 
undercut everything the EPA 
stands for. 

Hold on. For any of this to hap- 
pen Mr Clinton has to win the elec- 
tion. The conventional wisdom is 
that he will, but those of us who 
observed the British contest in 
April will want to see the votes 
counted before being certain. Mr 
Clinton is not wholly Impervious to 
assaults on his Integrity. That is 


why Mr Bush is fighting dirty. If the 
Democrats do win. they will be 
reminded of their green promises, of 
which the central one is to “shatter 
the false choice between environ- 
mental protection and economic 
growth by creating a market-based 
environmental protection strategy 
that rewards conservation and 
’green' business practices while 
penalising polluters." The senti- 
ment Is unexceptionable, but In the 
US the opportunities for lobbies to 
sabotage the implementation are 
infinite. 

On his showing in the debate 
with Mr Quayle this week Mr Gore 
is not an ideal campaigner for what 
should be a popular cause. Mr 
Quayle. of all people, roughed him 
up; Mr Gore came across as tight, 
pre-programmed, a little priggish. 
“Lighten up A1 - inhale," smiled 

Gore would have to 
develop a quicker 
response mechanism 
to those who deride 
greens as ‘fern-feelers’ 

the vice-president, getting in a 
reminder that Mr Clinton had once 
smoked marijuana without breath- 
ing in. As vice-president, Mr Gore 
would have to develop a quicker 
response mechanism to match the 
sound-bites put out by the despoil- 
ers who deride greens as extremists 
or, worse, "fern-feelers". 

If you read Mr Gore’s passionate 
book, Earth in the Balance, you see 
the public relations problem. It is a 
splendid work, but there is an air of 
talking to the plants in it. The sub- 
title, Ecology and the Human Spirit, 
says it all. This is not an age in 
which you can easily speak or write 
of spiritual matters. Mr Gore does, 
at length. Over-industrialisation 
and the frenetic pursuit of the fruits 
of growth at the cost of asset-strip- 
ping the earth are seen as manifes- 


tations of human emptiness. The 
rot set In when Plato, later followed 
by Descartes, sold the idea that we 
are disembodied intellects, separate 
from nature, free to exploit it Mr 
Gore is mystic in his affirmation of 
the opposite view. He assures us 
that the proportion of water in our 
bodies is about the same as the pro- 
portion of water on the earth's sur- 
face, while the salt content in our 
blood is nearly equivalent to the 
salt content of the sea. 

It is easy to mock, but I am with 
Gore's analysis ail the way. The civ- 
ilisation that seems to have nar- 
rowly escaped death -raying itself 
with nuclear weapons is destroying 
itself slowly by pumping carbon 
accumulated over thousands of 
years Into the air in a few decades, 
while allowing the earth's popula- 
tion to quadruple in a. single life- 
time. The senator makes short 
shrift of the tiny minority of scien- 
tists who doubt this. He enters the 
debate with essays on history (the 
catastrophes resulting from past, 
nature-made climate changes), eco- 
nomics (which avoids issues not 
related to increasing output), sci- 
ence, politics and religion. He goes 
way over the top, as in comparing 
contemporary hesitations on green 
policies with the 1930s prevarica- 
tions over facing the Nazi chal- 
lenge. The thrust of his argument 
Is, however, sound. 

Yet in the end he is a comprom- 
iser. He is, after all, a politician. 
Read his high-flown prose and you 
will assume that he believes that 
only "deep” greenery, which Implic- 
itly denies growth, will ward off 
global warming. Mr Clinton is cam- 
paigning on a promise to get the US 
economy moving again. His envi- 
ronmental trumpet is relatively 
muted. Mr Gore ducks this contra- 
diction. With conservation and 
intelligent investment, he argues, 
you can get richer and save the 
earth. These are weasel-words. But I 
remain an optimist. There are green 
shoots in there somewhere. 
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Russia on the brink 


By Jeffrey Sachs and David Lipton 
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Russia’s eco- 
nomic reforms 
are felling prey 
to confusion, 
communist 
counterattack, 
and neglect 
from the west. 

The reformers, led by the 
acting prime 'minister, Mr 
Yegor Gaidar, have achieved 
great successes, in launching a 
radical privatisation pro- 
gramme, freeing prices, open- 
ing the economy and undertak- 
ing fundamental legal reforms. 
But these achievements are on 
the verge of being swept aside 
by hyperinflation.' Although 
data are sketchy, inflation now 
looks to be around 30 per cent 
a month and rising. Still worse, 
the policy responses to this 
threat have been mostly con- 
fused or harmful. 

The urgent need is to 
staunch the haemorrhaging of 
rouble credits from the Rus- 
sian Central Bank to enter- 
prises and the budget. But 
aside from the small number of 
reformers in the cabinet, few 
Russian -political leaders 
understand or acknowledge the 
monetary aspects -of the explo- 
sive inflation. Many hold that 
further credits will stimulate 
production and thereby reduce 
prices, the same fentasy that 
once gripped Latin America. 

Many politicians and bureau- 
crats believe that a return to 
price controls, artificial 
exchange rates and state 
orders are the real solution to 
inflation. 

The deep economic problem 
is the same as it has been for 
many years. Russia and many 
of the other new eastern Euro- 
pean and former Soviet states 
are still bankrupting them- 
selves by directing resources - 
now, via cheap credits - to the 
oversized military-industrial 
complex and associated civil- 
ian heavy industries. It is 
mind-boggling, for example, 
that steel production in the 
Soviet Union was 80 per cent 
higher than in the US, even 
though its economy was less 
than one-eighth the size. Of 
course, there is no conceivable 
reason to produce so much 
steel but it is viewed as a 
calamity when the steel facto- 
ries reduce their output in the 
face of limited demand. 

Much of the political elite in 
Russia remains mesmerised by 
heavy industrial capacity, and 
this clouds understanding of 
Russia's predicament. Almost 
no one sp^ks the simple truth 
that Russia's capacity hi heavy 
industry was built by starving 
the society of shops, medical 
facilities, consumer industries, 
housing construction and 
banks. Preserving the old 
structures not only risks finan- 
cial catastrophe, but promotes 
continuing neglect of Russia's 
real and urgent needs else- 
where in the economy. 

Poland's reforms provide 



Tony Angrywa 

Devotion to industry: a waste of Russia’s resources 


some lessons for Russia. With 
the start of market reforms in 
1990, the Polish government 
maintained macroeconomic 
discipline in the face of a 35 
per cent decline in Industrial 
production (much more than 
has occurred in Russia). Work- 
ers and resources that had 
been in heavy industry helped 
build other sectors of the econ- 
omy, especially services and 
consumer industries. 

As a result, Poland’s private 
sector has grown by 710,000 
small businesses and 50,000 
corporations since the end of 
1989. More than 2m people 


recession” must end. 

The money supply has 
approximately doubled since 
July 1, when the floodgates of 
credit were opened. The credits 
allowed the enterprises to pro- 
duce, but did not generate cus- 
tomers for the output. Invento- 
ries have swelled and 
enterprises have continued to 
cut their output. More and 
more, the credits find their 
way directly into higher wages 
and into the foreign exchange 
market, where the value of the 
rouble has been collapsing. 

It is hard to judge how much 
is power politics and how 


Western Europe's commitment has 
been shockingly slight, given the risks 
of disaster on its own borders 


(about 15 per cent of non-agri- 
cultural employment) have 
joined the private sector, 
which now accounts for more 
than half of GDP and which 
continues to grow rapidly. 

Contrary to the fears that 
were expressed in Poland in 
1990, and that paralyse Russia 
today, Poland's consumers 
have benefited enormously by 
the changes. Shortages, queues 
and hyperinflation are gone. 
Ownership of consumer goods 
such as television sets, videos 
and cars has soared. Economic 
life is becoming normal. 

In Russia, the military-indus- 
trial complex has bitterly 
resisted the decline in produc- 
tion. After a fall in production 
of around 15 per cent at the 
start of this year, the military 
and industrialists demanded, 
and received, large flows of 
cheap credits to pay workers 
and buy inputs to try to main- 
tain production. It was widely 
accepted that the “industrial 


much is confusion in Russia's 
disastrous monetary policies. 
Surely, the lobbying pressures 
of the industrialists play a role. 
The main “centrist" leader, Mr 
Arkady Volsky, headed indus- 
try under former Soviet Presi- 
dent Mikhail Gorbachev, and 
his goal is to preserve the old 
industrial structures. Many 
other politicians, such as Mr 
Anatoly Sobchak, mayor of St 
Petersburg, defend the mili- 
tary-industrial complex 
because their constituencies 
depend heavily on military pro- 
duction. In Ukraine, the head 
of the largest nuclear missile 
plant became prime minister 
this week. 

But the role of confusion 
should not be underestimated. 

President Yeltsin stands to 
lose all by hyperinflation, and 
yet he is promoting Gorbachev- 
style “compromises” with the 
military-industrial complex 
which will bring financial 
disaster. The swirl of advice 


around Yeltsin is thick with 
old dogmas: that industrial 
decline Is destroying Russia; 
that unemployment is too high 
a social cost (despite an unem- 
ployment rate that fs less than 
1 per cent); and that Inflation- 
ary subsidies to industry 
reduce social burdens. 

The situation is desperate, 
but not hopeless. The Russian 
people generally support the 
reforms, though their support 
has been squandered by irre- 
sponsible macroeconomic poli- 
cies. Yeltsin can still reverse 
his drift back to the hardliners, 
by recognising the peril of his 
present course. The west, too, 
could awaken from its reckless 
disregard of events in Russia, 
and weigh in on the side of 
macroeconomic stabilisation. 

At the start of this year, 
when the reformers had 
momentum, the west was 
nowhere to be found. US Presi- 
dent George Bush virtually 
abandoned the International 
scene altogether, in pursuit of 
re-election. Japan’s role has 
been even more irresponsible, 
as it put the return of four tiny 
islands from Russia above 
other considerations. And 
while western Europe did 
more, its commitment has still 
been shockingly slight, given 
the risks of disaster on its own 
borders. 

The International Monetary 
Fund, sent by the west to coor- 
dinate its assistance, has had 
not a single monetary expert in 
residence in Moscow, and the 
sporadic IMF visits have just 
scratched the surface. The 
$24bn aid package promised by 
the west has remained unde- 
fined and unfulfilled. 

The limited flows coming to 
Russia, mostly from export 
credit agencies, have been one 
or two-year loans that are not 
linked to reform. Even the debt 
has not been rescheduled. 

There can be no illusions: 
Russia’s transformation to a 
democratic market-based soci- 
ety will require years of 
change, including constitu- 
tional reforms, new elections, 
privatisation, and so on. There 
will be deep frustrations as 
well as achievements. But the 
process could soon turn from 
orderly change to dangerous 
chaos if there Is hyperinflation. 

Yeltsin and his reform gov- 
ernment still have the chance 
to steer their country away 
from the brink of disaster. The 
west can help them at this piv- 
otal moment. The need for 
greater financial support, tech- 
nical assistance and debt relief 
is clear. The world’s leaders, 
especially the next US presi- 
dent and Russia's neighbours 
must recognise the urgency of 
the task. 

Jeffrey Sachs is professor of eco- 
nomics at Harvard University. 
David Upton is a fellow at the 
Woodrow Wilson Centre. The 
authors are economic advisers 
to the Russian government. 
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A boon to 
business? 

■ Lords Hanson and White, 

Sir Ralph Halpern, Richard 
Branson and dozens of other 
business Leaders can breathe 
a little more easily. They have 
not won this year’s mast 
embarrassing business award 
for Britain's Most Romantic 
Top Tycoon. 

Mills & Boon, which 
publishes 15m copies of its 
bodice-ripping yams a year, 
has conducted a nationwide 
search for Big Business's “Mr 
Right" over the past six 
months. It contacted the 
personal assistants of 140 top 
business people and 17 replied, 
which sounds rather a lot 

Apart from saying that the 
"winning nominee has a 
lifestyle that win make most 
women swoon" Mills & Boon's 
lips are sealed until the week 
after next The only clue is 
that when not playing with 
his private helicopter and jet, 
the winner still finds time to 
cook candle-tit dinners for his 
21-year-old girlfriend. This 
sounds rather like Richard 
Gabriel, 37, the 
multi-millionaire founder of 
parcel firm Interlink Express. 

However, a word of warning 
to the winner. When Mills & 
Boon last grabbed the 
headlines by picking Britain's 
Most Romantic MP, within 
three years the winner had 
separated from his wife and 
lost bis seat in Parliament 


Base line 

■ America might be getting 
a new president but in one 
sense its priorities remain 
unchanged. Candidate debates 
are taking a second place to 
this year’s baseball play-offs. 

The first debate on Sunday 
was timed to be sandwiched 
between two games. As it 
happened, the first ran into 


an extra innings (overtime to 
the uninitiated), which meant 
that CBS never switched to 
the candidates at aiL The vice 
presidential hand-to-hand 
combat was also broadcast 
early for the same reason. 

Last night's set-to was 
entirely dependent on the men 
in pinstriped pyjamas. If 
Oakland had beaten Toronto 
on Wednesday, forcing a 
deciding game last night, then 
the debate would have been 
early again. But as Toronto 
were the conquerors, it could 
go on in prime time. 

But here’s the curiosity. 
Sunday’s TV ratings for what 
was a very exciting baseball 
game were awful compared 
with the debates, not entirely 
explicable by the feet that one 
of the teams is from Canada. 

Maybe America really does 
prefer blood sports. 


Tarzan says. . . 

■ British ministers have to 
work hard these days to find 
foreign countries that are 
prepared to put up with their 
pontificating about how to 
improve economic 
performance. But more 
determined than most. Board 
of Trade President Michael 
Heseltine found one such 
candidate yesterday. 

Sweeping in late and 
departing early, the dynamic 
Hezza dispensed timely 
lunchtime advice on bringing 
down inflation, fiscal reform 
and other issues. 

The hapless recipients of 
these insights? The 50th 
anniversary luncheon in 
London of the Brazilian 
Chamber of Commerce in 
Great Britain. 


Rising star 

■ Is Morgan Grenfell’s John 
Craven about to be joined by 
another foreigner on the 
Deutsche Bank board? News 



“On the bright tide, we 
may see inflation down to 
zero in oar lifetimes" 

that Gianemilio Osculati, the 
smooth, silver-haired 
managing director of Banca 
d ‘America e dTtalia, (BAD Is 
leaving Milan to take a "senior 
management" post at BATs 
parent Deutsche Bank, has 
certainly set tongues wagging. 

Osculati, the former bead 
of McKinsey’s European 
banking practice, who was 
hired to run BAI just before 
its sale to the Germans, has 
made a success of the 
company, almost doubling 
profits in the past four years. 

But the affable Osculati, 45, 
may have to wait a while. Like 
Craven he is hardly fluent in 
German, and a slot on the 
bank’s current 13 member 
board is not likely to become 
vacant until the end of next 
year, when Horst Burgard is 
experted to retire. 


Talking shop 

■ hi happier times Norman 
Lamont would have loved 
nothing better than returning 
to his old university union to 
debate the follies of the Labour 
party’s economic policies. 
However, the chancellor has 


dropped oat of tonight’s 
Cambridge Union debate. 

Perhaps he was worried that 
he might lose. Whatever the 
reason, the Treasury team is 
missing the urbane 
communications ulriHg of 
former ministers, Francis 
Maude and John Maples, who 
lost their seats In the last 
election. 

Indeed, Observer hears that 
Maples - now working for 
Saatctai's - was even in the 
running at one stage to head 
Lloyd’s of London, the 
venerable insurance market 
whose current problems seem 
almost as intractable as the 
government’s own. After 
careful consideration, Maples 
-decided against entering that 
particular race. Could it be 
that he wanted to avoid a 
commitment that might 
prevent him running in an 
early by-election? 


Ritzy 


■ More bad news for Trafalgar 
House. The Ritz, earmarked 
for disposal, now feces a 23m 
claim for personal liability 
damages after losing a 
long-running court battle 
involving a guest’s 45ft plunge 
from the hotel’s terrace. The 
House of Lords has found the 
hotel to be at fault in not 
having a high enough 
balustrade. 

The case hinged on whether 
the Ritz had raised the floor 
of the terrace, as the 
unfortunate guest, who 
sustained a fractured skull, 
asserted. To prove the point, 
his solicitor had examined old 
lithographs at the British 
Museum to establish that an 
extra step up to the terrace 
had appeared; won a court 
order to dig up the terrace; 
examined the tiles; tracked 
them down to the factory In 
Germany where they were 
mate; and obtained a 
statement from the man who 
made them In 1976. 
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Coal seen as victim of muddled economic 
thinking and lack of long-term strategy 


From Mr R Lyrtk. 

Sir, Your editorial comments 
(“Coal takes the unkindest 
cut", October 14) properly set 
out the powerful economic 
arguments in favour of main- 
taining a strong domestic coal 
industry, and lay the blame for 
the present crisis where it 
really belongs. The previous 
government privatised the 
electricity industry in a way 
which creates a rigged market 
and permits the power genera- 
tors to build gas-fired power 
stations to produce more 
expensive electricity than 
existing coal-fired stations and 
then pass on the extra costs to 
electricity consumers. At the 
same time nuclear power is 
subsidised by every electricity 
consumer having 11 per cent 
added to his bill. 

This government is forever 
preaching about subjecting the 
energy industry to market 
forces. Let no one doubt that 
my members have no fear of 
market forces; what they 
demand is a level playing field 
so that the lowest cost fuel 
available for electricity genera- 
tion - coal produced in 
Britain - gets its rightful 
share of the market. 

R Lynk, 

presidentlgeneml secretary. 
Union of Democratic Mmework- 
ers. 

Berry Hill Lane, 

Mansfield, Notts NG18 4JU 

From Mr James Colgan. 

Sir, The present government 
seems determined to prove 
that it is the most committed 
of economic purists and to 
offer up whole chunks of Brit- 
ish industry on the altar of a 
"free market" which, as we all 
know, is In no way at all as 
free as they would like us to 
believe. 

The decision to close so 
many productive coal mines 
can be seen as a form of eco- 
nomic madness which no 
amount of waffling about "the 
costs of production” by Mich- 
ael Heseltine can disguise. At a 
time when good quality coal is 
hard to come by (ignoring the 
brown coal which floods in 
from eastern Europe) we seem 
prepared to increase oar reli- 
ance upon coal imports and to 
accept the idiocy of burning 


vastly increasing quantities of 
gas - a valuable feedstock for 
many other chemical and phar- 
maceutical products. 

The decision by past govern- 
ments not to invest heavily (as 
the Germans have done) in de- 
sulphurising scrubbers for our 
coal-fired power stations helps, 
of course, the present case 
against coal - and for gas - 
in that the discharge of pollut- 
ants exceeds the permitted 
European levels. That the Ger- 
mans are now probably world 
leaders in the manufacture and 
sale of such equipment, and 
that many thousands of jobs 
were created by the German 
government's decision to 
invest in this area shows what 
an enlightene d and pragmatic 
approach to problem solving 
can turn up. 

James Colgan, 

Grab Machine Tools UK, 
Wellesboume House, 
WelJesboume. 

Warwickshire CV35 9JB 

From Mr David Blake. 

Sir, Everyone seems agreed 
that a major cause of the per- 
sistence of the current reces- 
sion Is that so many people 
engaged in herd-like over-in- 
vestment in property. We now 
learn that most of our coal 
industry is to be closed 
because 43 natural gas power 
stations are being built, or 
have been proposed- I wonder 
whether there is any similarity 
between these phenomena? 
David Blake, 

42 Wilmington Square, 

London WClXOET 

From Dr Jeffrey Henderson and 
Ms Su Maddock. 

Sir, Mr Heseltine was 
reported as saying that "Brit- 
ish Coal cannot go on produc- 
ing coal that cannot be sold” 
and that the closure of 31 pits 
and the redundancy of 30J)00 
miners was the painful but 
inevitable result. Even before 
considering the knock-on 
effects of such economic devas- 
tation the government's judg- 
ment in terms of business 
sense is lacking. 

Tngteart of developing an eco- 
nomic framework and infra- 
structure that gives some sup- 
port during the recession to 
this naHrnial industrial asset. 


the government has exacer- 
bated the situation by allowing 
the short-term, narrow inter- 
ests of the power generators 
and suppliers to determine 
energy policy. By privatising 
the electricity generating and 
supply industries, the govern- 
ment gave the green light to 
the "dash for gas." Now it 
argues that the demise of 
“King Coal” was caused by 
market forces: these inanimate 
processes that mere mortals, 
such as government ministers, 
cannot alter and tamper with 
at their peril 

All this, of course, is Ideolog- 
ical nonsense. Other countries 
- Germany, France, Japan for 
instance - have market econo- 
mies, but ones in which the 
state is prepared to intervene 
to influence corporate invest- 
ments, to protect or induce 
industrial sectors considered 
essential to national economic 
health. The British govern- 
ment kow tows to only one of 
many versions of the market 
economy, and the one which 
recent history has shown to be 
the least capable of delivering 
high productivity-high wage, 
prosperous economies. 

Jeffrey Henderson, 

Su Maddock, 

Manchester Business School, 
University of Manchester 

From T J W Cn tig. 

Sir, Michael Heseltine said 
on the Today radio programme 
(October 15) that one of the 
reasons for buying gas and 
converting the power stations 
is that it would be cheaper for 
the consumer. Hie electricity 
industry, like other business- 
men, had to go out and buy the 
cheapest option. 

Has nobody ever told him, 
"Cheap is dear"? 

I would have preferred to 
have paid a little more for my 
electricity than see the coal 
industry die. the resultant 
unemployment and inevitable 
consequences. 

T J W Craig, 

The Business Connection, 

42 Bridge Street Bow, 

Chester CHI INN 

From Mr David BuriatL 

Sir. We recently conducted a 
survey among the largest users 
of energy in the UK. Only 22 


per cent of them unreservedly 
supported an increase in gas 
fired generation of electricity. 

There was a call for a bal- 
anced investment programme 
with a continuing major contri- 
bution from coal to ensure gas 
are not misused. There was 
also a widely held belief that 
the costs or gas generation 
would not be lower in a genu- 
inely free market. 

Before committing us to the 
decimation of the coal indus- 
try, the government should lis- 
ten to people who operate in 
the real world, who actually 
take decisions and whose moti- 
vation is common sense, effi- 
ciency and concern for the 
environment. 

David Burkitt, 

Industrial Research Bureau, 
The Old Bakehouse, 

Bennett Park, 

Btackheath Village, 

London SB3 9RA 

From Ms Christine Large 

Sir, As the grand-daughter of 
a Northumbrian miner, I 
watched the painful transfor- 
mation of a resilient and proud 
community. Long ago, I crept 
south to run a service sector 
company. 

In the past, it was possible 
(though not easy) to adapt. 
Now, what prospects do 30,000 
grief-stricken miners have? 

The industrial loss will com- 
pound this country's infra- 
structure deficit. There is scant 
evidence to suggest that any 
government takes a suffi- 
ciently impartial and long-term 
view of the country's needs 
and hopes, to create the basis 
for sustainable economic and 
social health. 

We should have a published, 
national five year rolling plan 
which could accommodate free 
market principles without 
allowing a political free-for-all. 

An abiding aspect of the 
miners’ tragedy may be that 
the shaky road behind is clear; 
yet the road ahead is not built, 
and who dare be confident that 
the supposed economics of this 
decision, are not another blind 
alley? 

Christine Large, 
chairman. 

Epigram International, 

52 Wtnterbrook Road, 

London SE24 
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Rise in UK jobless figures fuels 
criticism of government policy 


By Emma Tucker, Alison Smith 
and James Blitz in London 


CRITICISM OF the British 
government's handling of Its 
economy grew louder yesterday 
as a sharp drop in consumer con- 
fidence and another big rise in 
unemployment dimmed prospects 
for an economic recovery. 

Official figures showed that the 
number of people unemployed 
and claiming benefits rose by 
3230 last month to a five-year 
high of 2.84m. leaving one in 10 of 
the labour force out of work. 

Accelerating unemployment 
growth and a steep drop in job 
vacancies indicated that further 
sharp rises in the jobless total 
are likely before the end of the 
year. 

In London the news that the 
unemployment rate had reached 
10.1 per cent helped push the 
puund down nearly 4 pfennigs to 
DM2.4620. The deteriorating eco- 
nomic picture in tbe UK is being 
increasingly cited by foreign 
investors as a reason for ster- 
ling’s weakness on the foreign 
exchanges. 

The FT-SE Index of 100 leading 
shares closed down 28.1 at 2 ,548.0 


Confidence within Europe’s business community has 
fallen in the wake of the recent turmoil in the currency 
markets, according to a survey conducted by the UK 
Confederation of British Industry. Page 8 
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US hardens 
stance on 
EC trade 
round 


By David Gardner in Brussels, 
David Dodwell in London 
and Agencies 


THE US has “stretched as far as 
possible" in its negotiations with 
the European Community aimed 
at achieving a breakthrough in 
the Uruguay Round of talks on 
world trade liberalisation. Presi- 
dent George Bush said yesterday 
in a tetter sent to EC leaders. 

In a second shot across 
Europe's bows in a single day, 
the US also announced plans to 
sell 870,000 tonnes of subsidised 
vegetable oil worth $377m to 11 
countries. The subsidies have 
been announced just a day after 
the US trade representative 
returned from Europe without a 
settlement on a long-running 
US-EC oilseeds dispute. 

This apparent hardening of the 
US negotiating position coincides 
with a similar hardening in the 
EC, as Mr Jacques Delors, presi- 
dent of the European Commis- 
sion said Europe should stand up 
to tbe US in negotiations on sub- 
sidised farm trade. 

His comments will give heart 
to French officials, who have 
risked creating a deep division 
inside the Community by insist- 
ing that they will not sacrifice 
French farm interests to get Mr 
Bush reflected. They accuse EC 
negotiators of caving in to Ameri- 
can pressure. 

EC officials nevertheless 
showed concern that France was , 
opposed not only to a form settle- 
ment with the US, but that they 
did not believe the CAP reform i 
would work or be adhered to. "It , 
Is clear now that France never 
really intended to comply with 
CAP reform," one senior Com- 
mission official said yesterday. 

EC and US officials believe an 
agreement on the Uruguay 
Round must be reached before 
the US presidential election on 
November 3, in part because Mr 
Bush wants to lift his waning 
electoral fortunes. 

Talks aimed at reaching a 
breakthrough fell short of an 
clear conclusion In Brussels early 
this week. Negotiators neverthe- 
less said they had “narrowed the 
gap", and plan to continue talks 
over the coming week. 

Mr Bush said in the tetter sent 
on the eve of the special EC sum- 
mit in Birmingham, where the 
stalled Uruguay Round will be on 
the agenda: “The negotiators 
have done all they can. Now we 
need the political wilL 
He nevertheless Insisted that 
settlement of the trade dispute 
was "within reach". 

It was the first time In many 
months that Mr Delors has said 
where lie stands on a question 
which France says is of vital 
national interest. 

"It is not just a French prob- 
lem," he said, adding that “there 
must be an equitable arrange- 
ment." 
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as the government’s apparent 
reluctance to cut base rates, cur- 
rently at 9 per cent, depressed 
UK equities. 

The UK cabinet gave no 
response to the figures after 
meeting to discuss public spend- 
ing yesterday, but the govern- 
ment came under renewed attack 
from backbenchers, business and 
industry. 

Consumer confidence has also 
continued the decline that began 
shortly after the Conservative 
party's April election victory. A 
Gallup survey, carried out before 
the government's announcement 
on Monday of plans to shut 31 
mines, found that more than half 
of Britons expect the economic 
situation to deteriorate during 
the next 12 months while only a 


sixth expect it to improve. This 
was the gloomiest finding for at 
least five years. 

Mrs Gillian Shephard, tbe 
employment secretary, said she 
was “deeply concerned about the 
personal hardship of unemployed 
people and their families" but 
said the latest rise in the jobless 
total reflected world economic 
circumstances. 

Unemployment in the UK has 
now risen by 78 per cent, or 
1.25m people, since the figures 
started to rise more than two 
years ago. The latest increase 
took seasonally adjusted male 
unemployment to 13.4 per cent, 
the highest rate since records 
began in May 1986. 

Recent announcements of job 
losses - particularly from the 


coal industry - suggest that the 
rate of growth in unemployment 
is unlikely to slow before the end 
of the year. Last month’s 11 per 
cent fail in job vacancies also 
pointed to a gloomy outlook. 

Mr Frank Dobson, Labour 
opposition employment spokes- 
man, said: “The worst is yet to 
come - that's the bleak message 
from these figures." 

Conservative backbenchers 
stepped up their criticism of the 
government's handling of the 
economy- Mr John Butcher, a for- 
mer minister, said all economic 
indicators were “screaming for a 
reduction in interest rates". He 
warned that if the Treasury “con- 
tinues to do nothing, there will 
not be much of a traded goods 
sector left in tbe UK on which to 
build any kind of recovery”. 

Mr John Townend, chairman of 
the Conservative backbench 
finance committee, accused the 
government of devoting too much 
time to sorting out Maastricht 
instead of the economy. 

Mr Howard Davies, director 
general of the CBi, the employ- 
ers' organisation, demanded Lead- 
ership from Downing Street 
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In the running: Democratic candidate Bill Clinton greets Susannah Badge tt during a ran 
through Williamsburg, Virginia, ahead of the second televised presidential debate 


Bush fails to gain boost 
from US presidential debate 


By George Graham 
In Washington 


THE SECOND US presidential 
debate last night may not have 
been the very last chance for 
President George Bush to reverse 
his dwindling chances of winning 
re-election, but it came close. 

Opinion polls published yester- 
day showed that Mr Bush's per- 
formance in Sunday's first debate 
bad done nothing to cut the lead 
of Governor Bill Clinton, his 
Democratic challenger. 

A New York Times/CBS poll 
conducted on Monday and Tues- 
day showed that Mr Clinton's 
lead was virtually unchanged at 
47 per cent to Mr Bush's 34 par 
cent Mr Ross Perot improved his 
standing slightly to 10 per cent 

Polling by CNN/USA Today/ 
Gallup after Sunday’s debate also 
showed little movement, with Mr 
Clinton at 46 per cent, Mr Bush 


at 34 per cent and Mr Perot at 13 
per cent 

State by state polls from Hot- 
line, a Washington political news- 
letter, show an apparently all but 
impregnable lead for Mr Clinton 
in the electoral college by which 
the election is decided. 

Mr Thomas Hopper, state 
Republican chairman in Tennes- 
see, said Mr Clinton was “run- 
ning away” with the election. 
“The president needs to be tough 
and specific because Clinton's 
message is selling," he added. 

Republican campaigners yes- 
terday showed growing despair 
that any tactic the president 
might employ would now be 
enough to win the election. While 
one more debate is still to be 
held, Mr Bush's supporters 
admitted that he needed at least 
to pierce Mr Clinton’s armour 
last night If he is to draw blood 
in Monday’s final encounter. 


Mr Bush promised to try to do 
as well as Vice-President Dan 
Quayle had in Tuesday’s debate 
against Senator A1 Gore, the 
Democratic vice-presidential can- 
didate, and Admiral James Stock- 
dale, Mr Perot's running mate. 

But although Mr Quayle's 
aggressive performance encour- 
aged dispirited Republican loyal- 
ists, it appears to have done little 
to win over undecided voters. 

Republican strategists were 
divided over whether Mr 
Quayle's attacking style would 
work for the president, or merely 
make him look unpresldentiaL 
Attacks by Mr Bush and Mr 
Quayle on their opponent's have, 
according to polling data and 
campaign workers, raised doubts 
about Mr Clinton, hut have done 
little to increase Mr Bush's vote. 
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Cabinet stands by decision on pit closures 


Continued from Page 1 


thought through”. A briefing 
from Conservative central office 
has been sent to every Tory MP, 
but numerous backbenchers have 
already made public their opposi- 
tion to the plans. 

Mr Nicholas Winterton, MP for 
Macclesfield, said that, “the gov- 
ernment just cannot have given 
any serious thought to the eco- 
nomic, social and financial conse- 
quences of this action”. 


Protests have come also from 
Tories outside parliament. Ms 
Anne Yates, leader of the Tory 
group on Nottinghamshire 
comity council, said this tested 
their faith as Conservatives. 
They have written to Mr 
Heseltine expressing disgust at 
the move and “betrayal” of the 
Union of Democratic Minewrirk- 
ers. 

The NOM delegate conference 
in Sheffield decided to try to 
maximise public support for a 


campaign against the closures 
rather than press for an immedi- 
ate strike ballot which many del- 
egates said would be lost 
The NUM and Nacods, the pit 
supervisors union, were applying 
for an injunction against the clo- 
sures - the first six of which are 
due to take place today - argu- 
ing that British Coal failed to 
consult the workforce as it is 
bound to do under tbe colliery 
review procedure and both Brit- 
ish and EC employment law. 
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View from the pit 


The government seems to have dug 
itself into a hole which is getting 
deeper by the day. That yesterday’s 
unemployment figures were slightly 
better than the market expected while 
average earnings are growing at less 
than 6 per cent is of trifling Impor- 
tance. What matters more is that a 
headline unemployment rate of more 
than 10 per cent has been announced 
in a week in which the government 
has taken an axe to the coal industry 
and spurned a market opportunity to 
cut interest rates. It almos t begins to 
look as if it does not care about recov- 
ery at alL After the humiliating exit 
from the ERM, such behaviour is ask- 
ing for political trouble. 

So it is not surprising that sterling 
should be weak. Exchange markets do 
not look kindly on countries with eco- 
nomic growth problems whether they 
are in or outside the ERM. When there 
is no growth, anti-inflation defences, 
whether they be high interest rates or 
tight fiscal policy, lose their power to 
frighten. It would be difficult for the 
authorities to undercut German rates 
by for and for long. Had they had the 
confidence to cut rates at the start of 
the week, though, sterling might have 
held up better. Instead the UK could 
find itself in a trap where lack of 
growth makes sterling weak, so inter- 
est rates cannot be cut and the lack of 
growth is compounded. 

Eventually, of course, credibility 
would be stretched too for and rates 
would have to be cut That might be 
an occasion tor equities to rebound, as 
they did after Blade Wednesday. Until 
then the market is bedevilled by sheer 
uncertainty as well as by its anxiety at 
the determination of the government 
to cut spending when output is foiling. 
There must be a more coherent policy. 
The question is: can the government 
deliver it? 
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Trafalgar House 

Trafalgar's recent defence document 
was carefully drafted - and just as 
well. Referring to discussions with the 
Financial Reporting Review Panel it 
said any consequential amendments to 
its accounting policies and practices 
should not affect the aggregate of 
shareholders' funds. That subtle quali- 
fication was important In the light of 
the panel's damning findings yester- 
day Trafalgar announced that it was 
revising its policy on advance corpora- 
tion tax and that this would result in a 
£20m write off in the 1991 accounts. 

It seems strange that just 10 days 
ago the Trafalgar directors were so 


ignorant of what was about to hit 
them. Shareholders may be less sur- 
prised at the panel’s order to Trafalgar 
to reverse the way It reclassified cer- 
tain current assets into fixed assets. 
There was. after all, an outcry in the 
City and the press at the time because 
the new classification flattered the 
profit and loss account Nevertheless 
the whole episode - not least the 
unprecedented way in which the 
accounting watchdog threatened to go 
to court to force the company's com- 
pliance - casts a further cloud over 
Trafalgar's boardroom judgment. 
Hongkong Land may be a bit cheeky 
to demand two representatives for its 
15 per cent stake - but it appears that 
they are needed. 

Yesterday's developments, though, 
will encourage those in the UK trying 
to improve the quality of financial 
reporting. The panel is lucky that it 
was adjudicating on Trafalgar - one 
of its most high profile victims - at 
such a vulnerable stage in its history. 
The result should bolster its authority. 


its licence which rules out any further 
tinkering with the pricing formula 
between reviews. Thames will have a 
clearer idea of its likely revenue, but it 
will also be unable to pass through 
extra costs to customers by appealing 
to the regulator for a higher K factor. 
This leaves the company more 
exposed to the risk of, say, higher than 
expected construction prices or new 
environmental standards. One can 
only assume that Otwat w31 take this 
into account when setting the compa- 
ny's rate of return on capital as part of 
the 1996 review. 

Assuming South West Water can 
reach agreement today, only North 
West is left in dispute. The issue may 
not be resolved until December, which 
partly explains the poor performance 
of the shares - although the abrupt 
departure of the new finance director 
on Wednesday was hardly reassuring, 
still, the favourable outcome of South 
West's appeal last year on similar 
grounds suggests North West will at 
least get a fair hearing. 
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UK water companies 

The market was right to be relieved, 
at yesterday's Interim pricing agree- 
ment between the water companies 
and their regulator. Lower K-foctors - 
the amount by which the companies 
can increase prices above inflation - 
will squeeze profits, but by less than 
feared. The companies which signed 
two-year agreements have also gone 
some way to reducing regulatory 
uncertainty in the run up to the 1995 
periodic review scheduled at the time 
of privatisation. 

Thames has taken this argument a 
stage further by asking for a change in 


Lloyds Chemists 

Lloyds Chemists' full-year figures 
make one nostalgic for the 1980s. 
Turnover is up by a strapping 106 per 
cent and profits increased by an 
almost equally healthy 78 per cent. 
Granted much of tbe expansion was' 
on the back of paper-driven acquisi- 
tions, yet even earnings per share are 
20 per cent higher. Glowing though all 
that may be, tbe difficulty with acquis- 
itive companies is that they often 
move so fast it is difficult to determine j 
what they are really worth. . I 

Rapid expansion of the chemist, i 
drugstore and heaithfood chains 
obscures the view of sales and profits 
on a comparable basis. Provisions and 
write-offs do not make tilings any 
clearer. And while gearing is a com- 
fortable 22 per cent, the asset backing 
depends in part on the value of phar- 
macies as premium retail sites being 
maintained, tt may be instructive to 
note that when the government tight- 
ened its payment terms to pharma- 
cists in July, the shares fell sharply. 
Not only has chemists' income fallen; 
perhaps the value of a pharmacist's 
franchise has declined as welL 

Against all the recurring worries 
about aggressive entrepreneurs com- 
ing to grief, it can be argued that 
dispensing chemists have a stable 
business. However, with Lloyds on a 
rating half that of the stores sector, 
the market is dearly not prepared to 
take anything on trust. 





Some major business decisions 
are easier than others . . . 
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Thankfully one of the easier ones. 
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